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I. SUMMARY

A.I1.D.'s strategy for Madagascar for the period 1986-1990
is now almost two years old (May, 1984). This document aims to
review this strategy in view of two new considerations:

(a) Madagascar's recent experience with its economic
liberalization program, which is now effectively two years
0l4d;

(b) A.I.D.'s exposure to Madagascar since the opening of a
resident office in September 1984, the first in twelve
years.

The United States national interest, the key determinant of
any U.S. economic assistance program, has not changed for
Madagascar since the preparation of the parent strateqy
document, and hence does not form an explicit part of this
discussion.

The questicn of what revisions in U.S. economic assistance
to Madagascar are called for in the FY 1986-1990 planning
period is made acute by a further new development: The
imposition of severe budget limitations to reduce the Federal
budget deficit. As it is therefore unlikely that U.S.
assistance, including staffing, to Madagascar will be
significantly increased, the efficacy of available aid becomes
more critical.

Economic reform efforts in Madagascar are real and
continuing. This is our central finding stemming from direct
exparience in Madagascar over the past two years. Although
these reforms have not yet yielded significant results and
despite the Government's sensitivity on this score, President
Ratsiraka and his advisors have made a commitment to continue 1
with liberalization of the economy, in major part because they
have no real alternative. Even with the powerful support of
the IMF, World Bank, and other donors, the reform process has
been uneven, with excellent results in some areas (e.qg.,
economic stabilization) and barely discernible movement in
others (e.g., export promotion, the transport sector).
Nevertheless, economic reform is alive; and in the crucial area
of the pricing and marketing of rice, the government has agreed
after much hesitation to complete liberalization.

While our long-term aim is to help Madagascar achieve and
maintain food self-reliance, our immediate objective in the

pranningperiocd (1986-1%90) should .be to ensure the success of
the agriculture policy reform measures now underway,
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particularly those of rice pricing and marketing. To reach
this objective, and to help Madagascar begin now to deal with
the population question which is essential to food
self-reliance, A.I.D. will undertake five sets of actions:

-- Continuing policy dialoque: This will entail the
contract services of a leading U.S. economic analyst,
observation/study tours in association with an annual
in-country agriculture policy workshop. and help with
data collection and analysis. We will consider use of
funds from the African Economic Policy Reform Program
(AEPRP).

-- Food intervention: Under a multi-year Food for
Progress program, using some alternative mechanism,
A.I.D. will support the implementation of agricultural
policy reforms by providing food assistance to curtail
excessive price surges which occur under conditions of
scarcity.

-- Agriculture Production Response: Especially in the
rice sub-sector, this assistance will help small
farmers with improved varieties and other technology,
with infrastructure rehabilitation, and with soil
conservation measures to take advantage of the higher
incentive prices now available under Madagascar's
liberalization program.

- Private Sector Involvement, including Ccmmodity

Imports: To assure more efficient support to the
small farmer, as well as the improved processing and

- export of agriculture products, A.I.D. will fund
studies, extend counterpart fund credit and provide
commodities which will permit the larger play of
private sector forces in agriculture-based production
enterprises.

- Population and Family Health: Food self-reliance is
what we seek for Madagascar. However, a proper
food/population balance requires that the Government
develop and implement a family planning policy.
A.1.D. is extremely well placed to assist this
essential effort, which must begin now if it is to
help Madagascar maintain food self-reliance in the
next century.

Regular bilateral aid f£lows are projected to continue at
roughly current levels ($15-20 million per year). This total
does not include, however, AID/Washington funds which will be
- ———-=- -zl located—for certain aspects of the program (e.g., - -
N population), nor does it count supplemental funds which may be

forthcoming under Food for Progress or from the African
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Tconomic Policy Feform rrogram (AEPRP) in support of
Madagascar's liberalization etfort.*

A small resident office consisting of two U.S. Direct Hire
Officers (USDH) and three locally euployed professional
officers will manage this program in the 1986-19%9C period, with
assistance from REDSO/ESA in Nairobi. We propose, however,
that AID/W conduct a management review together with REDSO in
mid-FY 1987 to decide whether the number of resident USDH staff
in"Madagascar is adequate in view of other demands upon REDSO
staff resources elsewhere in the region. This review should
also decide the appropriateness of continued REDSO direction of
the Madagascar program.

II. ANALYSIS
II.A. Introduction:.
If a full-scale CDSS team were to visit Madagascar in 1985,

it would describe the overall economic situation and conditions
in the three key investment sectors (agriculture, transport,

"and industry) in very much the same terms as did the FY 83-84

CDSS mission. The general picture has not greatly changed:

‘ Madagascar's debt burden is still the government's most

worrisome problem (after rescheduling, 50 per cent of export
earnings go to pay interest and principal): the resulting lack
of foreign exchange is seen to be the prime constraint on
production; in an overwhelmingly agricultural economy. rice is
still king (70 per cent of Malagasy are engaged in rice
cultivation); and soil erosion and deforestration --
environmental exhaustion -- has reached alarming proportions.

A.I.D. today. however, knows much more about Madagascar
than it did two years ago. Preparations for the second
Madagascar Consultative Group (November, 1984) yielded a
bountiful crop of macro-economic and sector analysis although
at the time of drafting this CDSS Up-date, Host Country and
IBRD offerings for the third Consultative Group, scheduled for
april 1986, were still unavailable. Other donor documents and
secondary published sources, appearing more frequently now,
have been helpful. Chiefly, though, A.I1.D.'s growing
understanding of Madagascar is the result of day-to-day
operations since we established a permanent presence there in
September, 1984, In addition, special studies made or directed
by REDSO staff over the past twenty months have been
instructive. These studies include, in chronological order:

* {J,S. economic assistance to Madagascar accounts for about six
per cent of total ODA. This Up-date does not include a section
on other donor programs, since at the time of preparation, no
official statistics on donor flcws, verified by the donors
themselves, wera available.




REDSO's_enerqgy/natural resource pre-assessment in
July-August, 1984;

University of Wisconsin's overview of land tenure
information, (L. Colvin Phillips) in December, 1984;

BUCEN's assessment of institutional capability in
gtatistics (D. Clay and M. K. Friday) in February,
1985;

USDA's study of data analysis capability in the
agqriculture sector (S. Tun and T. Zalla) in March,
1985

ISTI'S private sector climate assessment (P. Glenshaw
and D. Harmon) in April, 1985; .

REDSO's population and family health assessment (D.
Ferguson-Bisson and J. Lecomte) in May, 1985;

CLUSA's brief review of cooperatives (J. Alrutz) in
June, 1985;
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INTSOY's survey of gsoybean potential (H. Kauffman and
W. Root) in September, 198S5;

Winrock's study of farm systems research (D. Norman
and D. Nygaard) in November, 1985;

Equator Advisory Service's proposal for a private
secter investment fund (B. Bouchard and T. Detrie) in
December, 198%;

Elliot Berg Associates' review of Madagascar's
economic policy reform (E. Berg) in January, 1986.

To these studies should be added three summary pieces by
REDSO/ESA specialists which are appended to this CDSS up-date:

Bconomic Analysis, by Hadley E. Smith, January, 1986:

Energy/Natural Resource Sub-Sector, by James R. Seyler, C.
Anthony Pryor, John Gaudet, and Carolyn Barnes, February.
1986;

Social Analysis, by Carolyn Barnes, January, 1986.

Special events and particular tasks carried out in the
~course of program implementation have also been highly —
instructive. To mention just four, out of many other examples:

REDSO's mid-term evaluation of the IRRI rice research
program, November, 1985;




""Tha University of Pittsburgh's two week in-country

project management workshop, for representatives from
ten ministries, August, 1985;

Energy Initiatives for Africa's (EIA) and REDSO's

hydro-power pilot project at Ampefy. beginning April,
1985;

The organization of the commodity import component of

<~ -— --A.I1.D's bilateral project with Madagascar (Agriculture

Rahabilitation and Support, 687-0101, $5.0 million).

While this study and experience has deepened A.I.D.'s
appreciation of Madagascar's requirements and various efforts
to meet them, the past two years have not altered A.I.D.'s
reading of the basic problems:

Economic growth, while no longer stagnant, is at best
sluggish: .

Both GDP and agricultural output rose only an
estimated 1.8 per cent in 1985, a full percentage
point below population growth. Export earnings have
failed to increase significantly during the last five
years. With an_extremely heavy debt service burden =--
over 100 percent of foreign exchange earnings from
merchandise exports in 1985, before rescheduling --
Madagascar has been able to reduce its current account
deficit to ahcut 10 percent of GDP only through tle
drastic reduction of imports. 1Import reduction has
had a major impact on industrial production. Foreign

. exchange therefore remains a critical requirement,

although the World Bank (making use of its Special
African Facility) has recently engaged in heavy
lending programs to finance raw materials and other
key imports for Madagascar's industrial sector (%60
million, in 198%) and agriculture sector ($60 million,
planned-in 1986).

Rehabilitation of road and irrigation systems remains
a critical priority: Major aid programs to address
these problems have met with serious delays and most
repairs on the major trunk roads only got underway in
1985. A government study to prioritize and cost out .
the work needed to put feeder roads into shape will
not be ready for donors until at least September,
1986. Meanwhile, a promising multi-donor program fort
the rehabilitation of small irrigated perimeters,
which began in 1985, has not had sufficient time teo
show results.
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The rate of environmental decay is alarming and is
receiving more attention: Madagascar, in the terms of
a recent World Bank report, is parhaps " the most
eroded place on earth"”. The great loss of arable land
(by one ceckoning, up to 1,000,000 ha per year)
reduces not only rice production through the silting
of paddies and canals but all other crops as well.
Manioc production, for example, has decreased from 10

tons per hectare to 5-6 tons because of nutrient loss

through erosion and leaching. Shifting agriculture
accounts for the loss of 200,000 ha of forest cover
each year (out of a total 12.4 million ha), including
some of the country's most important watersheds.
Rapidly rising charcoal costs signal an_approaching
fuelwood crisis. Also distressing is the damage being
done to Madagascar's unique biclogical diversity.
which the World Wildlife Fund reckons "could very well
result in the loss of one of the most spectacular
natural wonders o0f our planet before the turn of the
century."

- Population growth is rapid, and the rate may be

increasing: Although statistics in this area are weak
(the last national census was held in 1975 and never
completed), Madagascar's rate of natural increase is
estimated at 2.8 percent annually, with a total
fertility rate of 6.4. As REDSO's population sector

- survey shows, fertility may increase as reduced

breastfeeding and the success of health campaigns
lower morbidity and mortality. This is even more
likely where 46 percent of the population is under age
15 and in the absence of a family planning service
program. Land tenure studies show that population
pressures on available cultivable land are already
intense.”” In the central highlands, land holdings are
severely fragmented with only 10 percent of the
farmers owning enough land to make a living. Whereas
gome sources estimate up to 5.5 million additional
hectaree may be brought into cultivation (compared
with 2.8 million hectares currently farmed), necessary
irrigation will be costly, far beyond what Madagascar
can afford.

The basic preblems remain the same. REDSO's essential
view expressed two years ago in the CDSS still holds
in 1986: “"Madagascar has adeguate resources to sustain
a much higher level of economic production than has
heretofore been achieved and additional eccnomic
reforms need to be designed to lay a better basis for
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long-run economic progress, as well as to stimulate
short-term recovery" (CDSS, p.9).

II.B. Madagascar's Policy Reform:

Even if the principal characteristics of the Malagasy
society and economy have not varied since 1984, the economic S
reform program has continued and grown. Herein lies
Madagascar's chief prospect for recovery. The remainder of
this section will summarize the Malagasy record with policy
reform and will describe A.1.D.'S revised strategy in the
planning period 1986-1990.*

1. Stabilization Policy: Results overall since 1981
have been good, well above average for most
African countries in Dr. Berg's view.*

- Madagascar has concluded five successive
Stand-by aqreements with the IMF since
1981. The first three were broken off and
renegotiated. The 1984-85 agreement,
however, was completely successful and all -~ ~————"—
indications are positive that the 1985-86
agreemant will be, as well.

- The inflation rate has been lowered from
over 30% in 1981-1982 to under 10% in
1984-85, although the recent soaring costs .
of food and fuelwood beginning in late 1985
will likely cause the overall rate of
inflation to rise again.

- Madagascar has reversed its record in 1984
. as one of Africa's worst exchange rate
ad justers, and real rates today are close to
their 1978 levels. 1Informal estimates,
however, are that the official rate is still
30-40 per cent overvalued.

- The overall treasury deficit has been cut
from over 18% of GDP in 1980 to 4.7% in 1984
and 198S5.

* This section relies heavily on the analvsis prepared by Dr.

Hadley Smith (REDSO). presented in the Annex and upon Dr.

Elliot Berg's informal conclusions presented after hlS 18 day

“'visit to Madagascar in Janmuary-February, 1986." -~~~ : oo e
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- The Government has £irmly held the line on
civil gservice employment, allowing total
numbers to grow by only 6% between 1981 and
1985, 121,000 to 129,000. Average real
wages for higher level civil servants have
been reduced by at least S50% since 1979, and
have declined by about cne third for lower - -
level government workers. Wages for
unskilled laborers (non- agricultural) have
also fallen substantially in real terms.

2. Structural Reform: So far, results have been nil to
modest, with various parts not wholly implemented as
of December, 1985. Most of these reforms were
announced in the course of the past two years, and
have so far had little impact on production and
exports. But there is now discernible movement to
complete and extend most measures. We discuss below
the use of funds from AFR's African Economic POllCY
Reform Program (AEPRP) to encourage this movement in
the transport and export sectors.

a. Industrial policy has decontrolled prices on
products accounting for 61% of industrial value
added (IVA), with another 9% expected in March,
1986. Only some 30 products will then remain
under price control representing 30 percent of
IVva, and, for these products, prices are to be
brought into line with world prices. This
decontrol of 70% of IVA will satisfy the major
World Bank requirement for the release of the
second tranche of the Industrial Sector (redit
(plus Africa Facility Funds) and is considered a
significant step forward.

b. Import adm:inistration has improved (at least,
before the foreign exchange crunch in mid-198s)

with more responsive foreign exchange allocation
to key sectors (e.g., transport) and with the
elimination of quota restrictions on certain
products for which the demand is known (e.gqg..,
pharmaceuticals).

c. Export promotion policies remain a particular
disappointment. Although some regqgulations have

been loosened, delays and paperwork remain
C e et e e . .--formidable. _ Nevertheless, exporters are now
- licenced to export a range of goods rather than— ~— - -
only cpecific items, as previously. The
government has eliminated expert taxes on all
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manufactured goods and has extended the foreign
exchange retention scheme to all exporters of
non-traditional exports. But.the amount of retention
is small (5%) and only 20 exporters have taken
advantage of this provision. As noted elsewhere, more
progress must be made, too, to devalue Madagascar's
foreign exchange rate, which will in turn promote
exports.

Transport sector policies have not noticeably
improved, and large-scale waste and inefficiency mark
this sector, a crucial one for Madagascar's recovery.
Many export producing areas are frequently isolated.
Lack of spares and of fuel immobilize many, if not
most, road vehicles. 'Port capacity and coastal
vessels are in general disrepair. Rate policies
introduce many distortions, for example discouraging
the use of smaller vehicles on bad roads. Local
authority controls further restrict traffic. Such
improvement as is takinhg place in the transpert sector
is the result of the Government's non-enforcement of - -- ~— __
regulations and tariff structures.

The_ investment climate has shown scant improvement
since the passage of the new Investment Code in June.
1985, which, in any case, remains unapplied. Heavy
regulations and official attitudes not favorable to
export, combined with the political risks of
expropriation (not laid to rest in the Code), and
problems of foreign exchange and transport, have
discouraged investor interest. By early 1986,
however, there were signs that interest was
quickening. For example, Mauritian entrepreneurs were
negotiating to lease Government-owned hotels on Nosy
Be, and had already leased the Hotel de Thermes in
Antsirabe.

Privatization of equity and management is occuring via
creeping divestiture as state owned enterprises close

down or diminish for want of funds. For example,

SODEMO, an irrigation parastatal in Morondava, has

reduced its staff from 1,500 tc 500 over a three to

four year period. Several state farms have been

leased or sold. The government has signed agreements

to turn over the management of state concerns (e.g.,

sugar export) to private international firms. A

foreign firm specializing in plantation management was- ..— .
showing active interest in March, 1986 in reaching an
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agreement with the Government to rehabilitate 4,500 ha
of abandoned coffee plantations nationalized in the
1970's.,

Agriculture Policv Reform. Rice pricing and marketing
has formed the centerpiece of Madagascar's reform
program since 1984, when changes introduced in June,
1983 could have affect on an entire growing season.
There were two principal decrees for the rice trade.
The first permitted any trader licensed by the
Chairman of the Provincial Executive Committee to buy
rice, and gave permission to anyone to sell rice
anywhere. The second measure fixed a flocr price of
65 FMG/Kilo for paddy., a ceiling price for domestic
rice at 300 FMG/Kilo, and a selling price of 140
FMG/Kilo for imported rice. The Government raised the
paddy floor price to 75 FMG/Kilo in 1984 and to 8%
FMG/Kilo a year later. 1In June, 1985 the Government
abandoned the ceiling price. These two decrees
applied nation-wide, with the major exceptian that the
parastatals in the two leading rice surplus regions of. ..
Madagascar ~- SOMALAC in Lac Alactra and FIFABE in
Marovoay -- retained their local ronopolies to buy and
sell rice.

In November, 1985, retail rice prices began to reach
record levels (800 FMG/Kg vs. previous highs of 550
FMG/kg)., causing great hardship to consumers as the
prices of substitute foods correspondingly doubled or
tripled. The rice reform program came under heavy

. fire from all sides. Some charged that speculators
were to blame and that the private sectnr middleman
robbed the farmer of the profits of his labor while
also cheating the consumer. Others argued that
interference by local officials, residual controls,
and other vestiges of dirigiste policies prevented
liberalization from ever working in the first place.
The best evidence available at the time, however,
suggests:

(1) that price rises have substantially
benefitted the rice producers themselves,
and not merely the millers and merchants,
and;

(2.) that the brunt of the blame for

- ~wm-~-.extraordinary price rises must .be.borne by.__. ___.
the unusual scarcity of rice in the final
two months of 198%, the result of
government's bunching almost all 1985 rice
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imports in the first six months of the year
-- 98,200 tons between January and June (vs.
only 61,70C tons imported in the first half
of 1984).

Thus, at the beginning of July, 1985, after the
celebrations for Independence (the twenty-fifth) and
for the Revolutionary regime (its tenth) ended, only
22,000 tons of rice were left in public stocks.
Together with additional imports of 14,000 more tons,
the Government distributed a total of only 36,000 tons
through public channels in the second half of 1985,
contrasted with 76,000 tons in the first six months.
Demand was deflected to the open market with
consequent strong pressures on prices. 1In sum, this
distorted supply situation, the result of inadequate
import management, appears to have been at the root of
the price surges which have nearly destroyed public
support for the liberalization program. This
experience forcefully underlines the Malagasy
Government's present preoccupation with the need for a. _ _ _______
dependable rice supply. year round.

Many observers note that, just as there were few
alternatives to undertaking the program in the first
place when 1983 market controls proved increasingly
unworkable, now Madagascar has little choice but to
continue the liberalization effort. Thus, in March,
1986, Madagascar and the World Bank reached final
agreement on a $75 million agriculture sector package
which will provide import credits and technical
assistance to .support the further freeing of
agricuiture prices and markets. The Government will
terminate its monopoly on rice marketing in Lac
Alaotra and Marovoay. The accord aims to revive
private investment in agriculture. This package of
agreements will lay the ground work for continued
liberalization. But this package will not be
sufficient in itself to provide the food security
Madagascar will need in the next three years if the
liberalization program is to succeed,

In the section which follows, we revise and elaborate
upon the CDSS strateqgy ptoposed earlier (May, 1984)

for the planning period, FY 1986-1990. 1In doing so,
we recommend a series of specific interventions which
will help set the-stage for a full-scale.CDSS revision
in FY 1988.
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ITII. STRKTEGY

OQur analysis shows the predominance of agriculture in
Madagascar's econeny and society. The overarching goal of the
U.S. economic.assistance program should be, therefore, to
assist Madagascar to realize its full agricultural potential,
both in food and industrial crops for domestic (including
industrial) consumption and for export (including processed
goods). Food self-reliance (a term which includes production,
storage, and trade) is at the heart of this goal: for
humanitarian reasons, to assure adequate nutrition for the
entire population: and for economic reasons, to release labor
for other productive tasks and to conserve foreign exchange for
a variety of other import requirements. This general goal --
food self-reliance -- must remain, for the time being,
unquantified since Madagascar is still in the process of
devising an integrated, costed plan for donor support.

More important than a detailed plan at this point, however,
is to win full Malagasy acceptance for the free flow Of market
forces in realizing full agriculture potential. How shall ~ ~~~ ———-
Madagascar liberalize its agriculture sector? This is the
point at issue in 1986. It will surely remain the prime issue
in the Planning Period covered by this document. Shall the
President attempt to achieve liberalization by fiat, under
great pressure from principal donors. leading to intolerable
price rises and to resistance at every level of central and
local government? Or rather, shall the President's decision to
liberalize meet with such firm donor support that import
burdens are lightened, price surges held in check, and a
production response surely and steadily ensured?

The phimary;objec*ive of the U.S. economic assistance
‘program in Madacg Madaqaaca: must be the success of the current
liperalization policy beginning with agrlculture, especially
rice. To ensure the success o0f agricultural liberalization on
this island-continent, five measures are required. These
include a set of actions designed to launch Madagascar on a
long-term effort to keep demographic growth within the
country's means to provide for itself. The rest of this
section will take up each of these five points, indicating the
programs and activities which A.I.D. will employ to achieve
each target.

In designing this strategy, REDSO considered but rejected
~ -——--the -option of concentrating a parct or all of our attentlon on a
~ specific aeographlc area (or areas) within Madagascar. First,/ " -
policy reform is a nation-wide concern. Second, in supporting
a private sector renaissance, we do not wish to limit
ourselves, at least initially, to the good ideas from only
particular regions. Third, regional development, to be
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effective, involves several sectors and therefore is management
intensive. 2And finally, we do not yet feel confident that we
could select the "best" reglon(s) for A.I.D. involvement.

III.A. Continuing Policy Dialoque:

The first barrier to the success of the Government's
liberalization policy is that, apart from the comparatively
small team of advisors and civil servants which has designed
the reform program with the IMF and IBRD, most government
officials at central and local levels do not understand the
policy and have no clear idea of how it should work. As one
highly placed official told us:

"We Malagasy have no experience with
liberalization. Throughout our history, even in
pre-coionial times, we have been centrally
directed (dirigiste)."

When it became clear by 1983 that agriculture production
had stagnated and that the Government had insufficient means,
human and financial, to enforce controls and provide services,
the Ratsiraka administration announced the start of the current
reform program. But the final decision to liberalize was far
from unanimous. Even leaving aside the ideological opponents,
many Malagasy today have yet to be convinced that the policy
can work.

et we e . cc——

The aim of Malagasy liberalizers iz to find the right mix,
for Madagascar, of private and public s2ctor actiomns. To this
end, A.I.D., in coordination with the Embdbassy and USIS, and in
parallel with other free-world donors, will sponsor a number of .
initiatives:

The APAP (Aqriculture Policy 'Analysis Project)
seminar: First organized in January., 1986 by Abt.
Associates and funded from the MARS project, the
two-day in-country seminar brought together 2%
Division chiefs, principally from the two agriculture
ministries and £rom the planning directorate in the
Office of the President. The leaders were two North
American economists familiar with current
liberalization programs in Africa and Asia. A second
1987 seminar is planned under the MARS amendment for
the same level personnel, or higher. 1If again
gsuccessful, the policy seminar will occur annually
throughout  the-planning period. .. . .. _-_._

study/Observation tours: In preparation for the next
APAP policy seminar, selected participants, at the
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Director level or above, will visit Asian and African

countries with liberalization program experience

relevant to Madagascar's present situation.

Examples: Zambia (foreign currency auctions) and

China, $ri Lanka, and Indonesia (rice

self-sufficiency). This travel, planned for FY 86-87, e e e
will be funded from the MARS amendment. If the

study/observation tours are successful, additional

ones wWwill be provided under successor projects.

- Senior Economist Visit and Dialogue: Under the
auspices of the APAP policy seminar, Dr. Elliot Berg
visited Madagascar January l9-February 6, 1986.

During this first visit, Berg met with many of
Madagascar's top public and private sector
decision-makers, for one-on-one discussions lasting up
to one hour. He also assisted AID/Embassy in their
monitorinyg of the liberalization process. A.I1.D.
plans to fund a return visit by Dr. Berg or (if
unavailable) another senior U.S. economist on at least
an annual basis, in association with the APAP policy =~~~ — -
seminar. Funding will come from the MARS amendment
and successor projects.

- Feature Speakers: The Embassy and USIS, in close
coordination with A.I.D., will continue to sponsor
small group discussions and public lectures by U.S. .
French-speaking economists on aspects of the
liberalization process. Dr. Berg, for example, led
two sessions under USIS auspices during his visit in
January. 1986.

It goes nearly without saying that AID/Embassy/USIS K
staff, beginning with the Ambassador, engage their :
Malagasy colleagues in discussions on a continual

basis, throughout the year. Particularly striking to

Malagasy officials is the exteat to which A.I.D.

depends upon PVO's and private sector contractors to

deliver U.S. economic assistance.

- Data Collection, Processing, and Analysis: As needed,
to complement the work done in this area by other

donors (IBRD, UNDP/FAQO), AID will provide short-term
technical services, training, and equipment to provide
Madagascar with the capability: (a) to monitor and

- === --.- fine-tune its new_palicies; and (b) to evaluate and

. identify agriculture sector programs for improved ~~ T TT7T
public resource allocation.
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-- African Econcuic Policy Reform Program (AEPRP):
Beginning in FY 1987, A.I.D. should carefully consider
the use of AEPRP funds to encourage accelerated reforn
in one of two critical sectors.

(a) Exports: As Hadley Smith illustrates (Annex), e e
Madagascar's Key balance of payment problen
during the last five years has been the failure
to increase export earnings significantly. State
trading firms continue to enjoy monopoly rights
over major exports, either directly (coffee,
cloves, black pepper), or using private exporters
as agents (vanilla). Despite inflation, the
Government has maintained producer prices at low
levels.

(b) Transport: The analysis (above) has shown that
Government policies continue to hamstring vehicle
and ccastal traffic, while the lack of vehicles
and spare parts, as well as poorly maintained .
roads, often make it impossible to market food 7T T T
and export crops. Government hesitates to
abandon official road tariff structures, despite
the damaging anomaiies these create. Local
authority controls are endenic.

The mode of AEPRP intervention (e.g.., cash .
grants, CIP), and the specific refeorm measures

AEPRP could support, will depend upon the nature

of the situation existing in FY 1987, at the time

REDSO economists analyse these sectors in greater
depth.

III.B. Food Interventions:

As we have noted in the Analysis, liberalization measures
tend to be discredited in times of extreme scarcity, as open
market prices reach record levels. No liberalization program,
especially one as you..g and vulnerable as Madagascar's, can
weather more than several seasons of such hardship. - Rice
prices are particularly critical. AID/Embassy believe it is
imperative that the United States, in close association with
the World Bank and other interested donors, 2ater _into a
multi-year agreement with the Malagasy government to assure

----adequate food supplies -- . rice, in particular -- as insurance
against unacceptably high prices. 1In return, the Government ~—~ ~ =7 -
would agree to two essential points: (a) complete decontrol of
the production, collection, processing, and marketing of the
commodity in question (e.g., rice): and (b) the distribution
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of the imported commodities in counter cyclical fashion when
local supplies are low.

The Food for Frogress (FFP) Program appears to be well
suited to Malagasy requirements. Linked to the agreement on
rice marketing with the World Bank, FFP (combined with PL 480
Title I, if reserves were insufficient) could assure a
substantial pocrtion of the rice imports which Madagascar will
require over the 1986~1990 period. The full grant terms of
Food for Progress would achieve a considerable balance of
payments advantage for Madagascar over the terms of the current
PL 480 Title I Program (5S4 percent grant element in 1984).
This is fitting, too, in view of the fact that Title I rice,
even without transport costs, sells for about $100/MT above
Thal broken rice ($287 average for 1983-1985 vs. $180). If
Food for Progress commodities are not available in the
quantities required for Madagascar, we recommend that
Madagascar be granted the most favorable Title I terms (grant
element 37 percent) now enjoyed by certain other countries in
the region also suffering similar severe balance of payment . .
difficulties.

Although rice is the leading commodity for inclusion under
a multi-year Food for Progress Program, REDSO has begun to
analyze the U.S. comparative advantage in providing other
items: wheat and tallow, as well as vegetable o¢il. The U.S.
has already supplied vegoil under Title I agreements in FY
1983, 1984, and 1986. This analysis must now continue on the
basis of the terms and products available under the 1985 Farm
Bill, especially the expanded Section 416, as well as under
Focd for Progress.

We will consider further on how the counterpart funds
generated by foocd aid should be used in support of the three
remaining components of the Madagascar country program.

I1I.C. Agriculture Production Resgonse;

The decontrol of agriculture markets, including higher
prices to farmers, will not achieve the desired effect unless
productive capacity in Madagascar also increases. Impassable
roads, dilapidated irrigation systems, worn-out genetic
materials, and the colossal erosion which silts up rice areas
are formidable obstacles to higher, marketed production even if
agriculture prices are sufficiently high to provide incentive.

"A neécessary part-of-A.I.D.*s -strategy in support.of. e
Madagascar's liberalization program, therefore, must be to help
restoere productive capacity at the level of the small producer,
especially the rice farmer, as quickly as possible. 1In this
effort, A.I.D. will be joining the World Bank, France, the

-
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European Development Fund, and the other important aid donors
which support agciculture rehabilitation in Madagascar.

A.1.D.'s interventions will be limited to three categories as
they apply in particular to the rice-based production system.

- To improve the basic technoloqy available to the
farmer, A.I.D. will continue the contract with the
International Rice Research Institute (IRRI) to
introduce new varieties and to train a Malagasy rcice
research team in rice based cropping systems
research. IRRI began to work in Madagascar in August,
1384. Although the Tsland needs to introduce new
varieties of seed and agricultural methods to improve
upon the numerous and diverse traditional rice
cultures in use, Malagasy authorities had prohibited
new rice varieties from entering over the past twenty
years and thus had effectively sealed the country off
from Asia's green revolution. Under the current
A.I1.D. program, IRRI has carefully selected for
Malagasy conditions 1,000 rice varieties from the
world germ plasm stores and is introducing this
material as quickly as local quarantine procedures
will allow. The two man IRRI team in residence
reported that, of the 288 new varieties which had been
multiplied and tested as of January, 1986, many showed
"great potential" and were producing 30-40 percent
more than preferred local materials. The production
of basic seed material, following on the IRRI genetic
work with FOFIFA (the agriculture research institute),
and the extension of new methods associated with the
new varieties will be the work of on-going projects
funded by the UNDP and World Bank, respectively. IRRI
is also introducing and testing with local private
sector fabricators simple but improved small farm
machinery -~ technology which can break an acute
bottleneck in Malagasy rice farming operations.

- To improve infrastructure upon which the small farmer
depends, A.I.D. will continue to direct a portion of
the counterpart funds generated by PL 480 sales to
rehabilitate water management networks, roads, and
storage points upon which small farmers depend for the
production and marketing of their products. Again,
rice based production systems will be our primary
concern. We will give preference to the use of
counterpart funds in support of World Bank and other
donor programs which address the concern of small
farmer productivity, especially (but not uniquely) in
infrastructure. There are two advantages to the use
cf a portion of counterpart funds in association with




I111.D. Private Sector Involwvament:

The small farmer, if he is to increase his pfoduction in — --—--
respcnse to higher price incentives, will also require
commodities and services. Since Malagasy state owned
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other donor programs. First, this simplifies the
managaewment of local funds: and, second, it ensures a
greater nmeasure of coordination with the other doncrs
and Malagasy governrment agencies working in the same
areas of concentration as we are. REDSO/ESA has
contracted in March, 1986 for an evaluation of the
work funded by the $7.0 million of PL 480 counterpart
funds disbursed since the first agreement was signed
in FY 1981. Beginning in April, 1986, AID/Antan will
add a senior Malagasy officer to its permanent staff
who will be charged, among other duties, with the
monitoring of this portion of the counterpart program.

Environmental rehabilitation is a present requirement
in Madagascar, where, as we have seen in our analysis,
soil erosion has reached epidemic proportions. For
example, according to government figures, Madagascar's
leading rice pzoduction area, Lac Alactra, loses up to
3,000 hectares of rice paddy each year from watershed
erosion, equal to the annual amount of new land
brought into production in the region. A.I.D. will "~~~ ———-
help to protect farm lands -- rice areas in particular
-~ from soil erosion. We will use two means: first,
for policy makers and research personnel, training in
agro-forestry techniques as offered, for example, by
the International Center for Research in Agro-Forestry
(ICRAF) and by the International Institute for
Tropical Agriculture (IITA), sometimes jointly:; and,
second, through the use of counterpart funds to
support local projects and other donor programs which
effectively tackle the severe problem of soil erosion
in agriculture regions.

Finally, in order to demonstrate the results which
could be achieved by combining improved technology,
renewed roads and dike systems, anti-erosion controls,
and price policy changes, A.I.D., through counterpart
funds and in assoc¢iation with other donors, could
mount a pilot project in a well-defined geographical
area provided that full-time PVO management could be
secured. A.I1.D. will consider support for such a
project at such a time as the Government invites PVO's
to operate freely in Madagascar.
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enterprises (SOE's) have not proven effective in supplying the
farmer with what he needs, or (with certain exceptions) in
transforming what he produces, these tasks must fall
increasingly to the private sector, including the private
management of publi¢ bodies. Under present circumstances in
Madagascar, where private capital is scarce, creeping
divestiture is in many cases a more viable option than outright
privatization. And until foreign confidence picks up, private
sector gains will be made for the most part by domestic
entrepreneurs.

Parastatal reform and divestiture is imperative, given
the stronghold SOE's have over every area of the
economy. Under REDSO's Indefinite Quantity Contract,
with funding from the MARS amendment beginning in FY
1986, and picking up from work already started by the
World Bank, AID will begin to work with the two
agriculture ministries to reform 5-10 selected
parastatals under their jurisdiction. 1If this
experience bears fruit, we will continue te assist .
with parastatal reform and divestiture under successor
bilateral projects.

studies focused on the private sector, financed from
counterpart, bilateral, and central funds, should
serve to identify opportunities for male and female
entrepreneurs, including redundant civil service
employees and unemployed graduates of technical
schools and the University. These studies might
inciude:

The rehabilitation of old coffee and cocoa
plantations:

Ways to encourage small contractors for road
maintenance (equipment leasing), and for new
housing and related infrastructure production and
rehabilitation;

Private production of agriculture equipment based
on IRRI models:

Privatization of government services in rural
areas which now work poorly:

‘Privatization of secondary ports (user
associations) and coastal shipping;

-
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- Marketing of locally produced stoves, using
fuel-efficient designs;

- Repllcatlon of small locally managed milling
operations., using hydro-power installations
patterned after the AID-funded pilot project at
Ampefy. (Thls facility is scheduled to begin
operations in 1986);

- Local counterpart support for private sector
export promotion activities;

- Use of counterpart monies for private sector
export insurance and finance.

Private sector credit would be made available for the
local cuczency requirements (from PL 480 counterpart
funds) and for foreign exchange needs (from ESF funds)
of enterprises meeting certain criteria, especially
for activities which might grow out of the type of -
AlD-sponsored studies suggested above. Equator
Advisory Services, funded by AFR/PRE, has made a
detailed proposal (January, 1986) for establishing a
private sector investment fund. Under this proposal,
the fund would operate under the state-owned
industrial bank (BNI) until an independent development
finance company can be established. This scheme,
Equator maintains, requires that A.I.D. provide
long-term technical assistance. An alternative
proposal is that A.I.D. channel countecrpart funds
through Madagascar's agriculture development bank
(BTM). in conjunction with a World Bank line of credit
which will be available in 1986. This credit will
provide both foreign exchange ($4.0 million) and
technical assistance ($1.0 million). Either or both
alternatives provide interim channels for credit to
private enterprise associated with agriculture
production and processing, for domestic or foreign
markets. We will seek to ensure that women as well as
men have access to this credit.

Training in management and economics, which already
accounts for the major portion of AID/Antan's training
budget, will continue with a growing emphasis on the
technlques of buciness administration. We will study

waye in which A.I.D -financed training and- PL 480 - — .-

counterpart financing may reinforce local training
institutions. 1In August, 1985, the University of
Pittsburgh held a successful project management
seminar with IMaTeP, a Malagasy training institute for
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economic planners. Later in 1986, the World Bank will

extend an $ 8.0 millien credit to finance in part the
establishment of the National Institute of Accounting
and Management (INSCA) whose purpese will be to
improve the operation of both public and private
enterprises.

- U.S. private investors who express interest in
Madagascar will continue to receive AID/Embassy
support. "“The Private Sector Climate Assessment"
produced by ISTI with AFR/PRE funding (October, 1986)
is not encouraging, but the environment for investors
could substantially improve as liberalization takes
hold. AID/Embassy will also encourage Malagasy
interest, through study tours and in other ways, in

the Export Processing Zone approach which is having
exceptional success in nearby Mauritius.

- Commodity Import Programs (other than food imports)
will continue to be channeled through the private

sector with particular concern for the requirements of
farm-based production. Madagascar, in all sectors and

at all levels, has been starved in recent years for
imported goods to make the economy turn. The $4.5
rillion commodity import component within the 1985
MARS project, for small tractors, road repair

. equipment, spare parts, and b:ldglnq elements, will be

increased under the MARS amendment in 1986 by $2.2
million, to include light trucks. CIP components of
future ESF-funded programs must be based, however,
upon careful needs assessments, given the substantial
imports now being financed by the World Bank,
especially under the $60 million industrial sector

credit (1986).
II1.E. POPULATICN AND PAMILY HEALTH:

Incceasing population pressure on Madagascar's rain-fed
arable land resources lies behind many of the immediate -- not
to speak of long-range -- problems which confront the country:
deforestration, erosion, fragmentation of land holdings, and
the increasingly unmanageable build-up of low income families
in Antananarivo and other urban centers, where evidence of
abortion and abandoned children is increasing. Although
contraceptive prevalence in 1982 was estimated at one per cent
of women aged 15-49, the demand for services appears to far
surpass this figure. The Government has articulzted no
official population policy and the issue remains both
controversial and sensitive. But there is recent

credit (1585-6) and the $60 million agriculture sector
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evidence that Malagasy authorities are taking increasing note
of population problems and may be moving towards an active
role. The Government permits family planning services in
.private clinies (FISA) and through a few major parastatals
(JIRAMA, SOLIMA). The U.S. has already contributed, with the
Government's approval, both family health training (notably
JHPIEGO) and material. Recently, the Direction of Plan has
requested U.S. assistance in conducting a national seminar on
population and development, to be held in conjunction with the
preparation in 1987 of the next five-~year plan. Proof of the
Health Ministry's growing interest in the population area is
the signing with UNFPA in 1986 of an important MCh training and
planning project, after official stalling had delayed final
agreement on the project for seven years.

To pinpoint for A.I.D. which centrally-funded services
would be most appropriate to develop a long-term family
planning program in Madagascar, REDSQ/ESA organized a sector

-- - survey, "Madagascar: Populaticn and Family Health Assessment,
May 13-31, 1985." The survey analyzed the requirements for
family planning in Madagascar, reviewed activities underway or
planned, and recommended how A.I.D. could help at minimum
management cost. In October, 1985, the Government accepted the
survey's recommendation in the priority ranking given below.
These activities constitute the major portion of A.I.D.'s
proposed population program during the CDSS plan period. The
survey stressed that due to the sansivity of the subject,
A.I1.D. should move slowly in phasing in these various elements
SO0 as to impose no pressure on Government and to reduce
management burdens on A.I.D. (Names in parentheses indicate
potential contract instruments.)

1. Strengtheuning family health service delivery within the
Ministry of Health: These activities involve the
orientation of professional health personnel t¢ the health
benefits of child-spacing practices, as well as provide for
the upgrading of clinical skills (International Training in
Health - INTRAH, and Johns Hopkins Program for
International Education in Gynecology and Obstetrics -
JHPIEGOQ).

Population policy: To assist the Director of Plan to
organize a national seminar on population and development,
A.I1.D. will employ the Futures Group through the RAPID II
project. This seminar will likely be held in early 1987.
To assist the Direction of Plan and the State Data Bank
(both within the Office of the President) to incorporate
demographic variables into development planning, A.1.D.
will continue the short term training of planners (BUCEM,
INPLAN, and Demographic Data for Development - DDD).
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3. Demographic Statistics and Research: When the Government
decides to organize the next general census, probably set
to begin in 1988, A.I.D. will finance the provision through

- -.the.Bureau of the Census (BUCEN) of short-term technical
assistance, training, and software. Sometime after this,
if requested by the Government, a survey should be designed
and executed for planning and evaluation purposes (Family
Health and Demographic Surveys Project-FHDS).

4. Support to existing private and parastatal organizations:
support for existing child-spacing services should contiiue

through the provision of commodities, equipment, supplies,
and training (FPIA). The Association for Voluntary
surgical Contraception (AVSC) should also continue its
work, but broadened to include a full range of services and
information. As already agreed, A.I1.D. will provide support
through the International Federation for Family Life
Promotion (IFFLP) to the local natural family planning
association, FTK.

5. Information, Education and Communication (IEC): Finally,
and only after the above activities are well underway,.

A.I.D. will assist the Ministry of Health to introduce
child spacing into its family health service program.
A.I.D.'s contractor, the Population Communication Services
Project (PCS). will help the Ministry design and develop a
strong IEC program, which UNFPA and/or other donors can
then help the Ministry to implement.

. In addition to these direct actions in the domain of family
planning, A.I.D., through the Catholic Relief Services (CRS),
will continue, and may increase by 25 percent, PL 480 Title II
support to mothers and babies (79,000 recipients in 1986),
school-aged children (14.0C0), and disadvantaged children
(4,000). The proposed level of the CRS Title II program in FY
1987, with 125,000 recipients, is about $2.3 million. This
number of recipients will remain constant through at least FY
1989. .

Finally, AID/Antan is investigating the feasibility of
supporting, through an allocation of counterpart currencies,
the oral rehydration and immunization portions of UNICEF's $9.4

million country-wide Child Survival and Development/Universal
Child Immunizations Project (1986-1990). The local costs of
the ORT and immunization activities have still to be calculated
over this five-year period. They will include a modest amount
for the local management and monitoring of these components
under UNICEF direction. It is a necessary preconditien of our
assistance that A.I.D. shall not assume management
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responsibilities, given AID/Antan's modest staff resources.

A.1.D. support for this program will not only satisfy a high

Agency priority: U.S. participation will also round out our
- family. health program with an important ewphasis on chilad

survival.

The A.I.D. Family Health Program in Madagascar will be
entirely financed from centrally funded projects. REDSO/ESA
will assure technical direction. REDSO's Regional Population
Officer will be helped by a U.S. advisor under contract, who
will assist in the scheduling, monitoring, and evaluation of
the werk of the separate organizations and who will visit
Madagascar on a regular basis. Local backstopping will be
provided by AID/Antan's senior Malagasy staff officer, who has
had over five years previous professional experience with
population activities in Madagascar.

ITI.F. Uses of Counterpart cCurrencies:

The f£ive point strategy outlined above proposes three
general uses of counterpart currencies. For the rest of the
planning period, these funds may total at least the level
realized in FY 1986, $10 million per year -- $8 million in PL
480 and $2 million in ESF-supported commodity imports. These
uses -are, in summary:

Private sector line of credit: For an interim period

only this credit would pass through the special
facility of one or two of Madagascar's state banking
institutions, until an independent development finance
company can be established. We would set up this fund
at aan initial level of $1.0 million until certain that
the fund was working well. Then larger amounts could
be added. Counterpart will also be used to pay at
least a portion of the local costs of the studies
focused on-the private sector proposed above, as well
as support for management training carried out
locally. We are considering other proposals to use
counterpart funds to support local costs of a national
export commission ($150,000/yr.) and an export
insurance and finance scheme ($2.0 million), as well
as a housing production scheme utilizing cyclone
resistant building techniques. The private sector
category may grow to absorb one half or more of U.S.
counterpart funds annually.

Agriculture Productivity: Here the focus is on

breaking the technical, infrastructure, and
environmental bottlenecks to agriculture productivity,
as farmers respond to higher producer prices.
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Counterpart would continue to be used to support the
local costs of specific kinds of activitiegs included
in the Public Invectment Program for IRRI and rice
cropping systems research ($3.8 million total in FY
87-88, but declining thereafter); for the
rehabilitation of rural water systems, irrigation
works, feeder roads, and crop storage points ($4.0
million/year): and for the practice of soil
conservation - agro-forestry measures ($1.0
million/year). To the maximum extent possible, U.S.
counterpart funds will be used to meet these
objectives in conjunction with the foreign exchange
contributions of  other major donors.

Family Health operation: Counterpart funds will
support the ORT and immunization components of
UNICEF's five year Child Survival and Davelopment
project in Madagascar (est.$1.0 million/year).

To these three categories must be added a fourth,
Disaster Preparcedness: Madagascar 1is .cyclone-prone.
Although spared a major disaster in 1985 and thus far
in 1986, Madagascar faces the high probability that at
least on2 hurricane storm will strike population
centers in any particular 3-4 year cycle, as Kamisy
did in April, 1984. Counterpart funds ($1.8 million)
from FY 1984 Title II monetarization have been used to
establish a Disaster Preparedness Fund and additional
amounts may be added in future, as required. This
fund will assist multi-sectoral relief measures, in as
flexible manner as possible.

A small proportion of counterpart currencies generated
from the CIP (grant) program will be set aside in a trust fund
to pay most of the local costs of managing the A.I.D. program
on Madagascar. '

There are advantages and disadvantages to projectizing U.sS.
counterpart funds. The disadvantage is that the use of local
funds to support projects inewvitably involves both diplomatic
skills anéd management time in the selection and monitoring of
projects to meet U.S. program criteria. The U.S. counterpart
program has thus encountered significant delays in Madagascar
where REDSO has insisted upon, and has received, meticulous

- accounting and careful investment. -Thus, out of the $37.0
million equivalent in counterpart funds deposited in Central
Bank accounts as of
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September 30, 198% (ecorresponding to the total of PL 480 Title
I agreements in consecutive years FY 1981 through FY 198%),
only 66 percent had been allocated to projects as of that
date. Moreover, only 20 percent of the total deposited had
been disbursed.

Three alternative uses of U.S. counterpart funds have been
suggested to eliminate the management time and delays which
projects have entailed. One suggestion is that counterpart
funds could be used to retire internal debt, especially the
obligations of carefully selected, reformed parastatals.
Alternatively, counterpart might be used to set up a civil
service early-retirement fund with necessary safeguards against
payoffs and other abuses. Thirdly. counterpart funds might be
employed to compensate the government for reductions which it
would agree to make in export taxes on specified items, where
such taxes still exist.

The principal argument in favor of using counterpart funds
to mount projects is that these funds appear to be T
exceptionally useful in Madagascar to achieve very tangible

results. This view will be subject to confirmation by the
thorough evaluation which REDSO commissioned in March, 1936.
But this view rests upon the findings of AID/Embassy/REDSO
officers during visits to projects, and by other donors who
have remarked on the outstanding results at the village level
of USAID counterpart investments. Moreover, the Directorate of
Plan prefers the use of counterpart funds in support of
projects and has promised in 1986 to present donors with a more
efficient means to expedite project selection and disbursement.

The scheme presented in this CDSS Up-date, under the four
categories described above, seeks to combine the advantages of
both systems. To the extent that A.I1.D. channels counterpart
funds to the private sector through intermediary credit
institutions, or to other beneficiaries as a component of other
donor programs, A.I.D.'s management burden is reduced. To this
extent, AID/Antan will then have the management capacity to
monitor the use of remaining counterpart funds to remove
technological, infrastructure, and environmental ceonstraints on
the small farm producer.
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SUMMARY OF STRATEGY

POLICY DIALOGUE
- APAP Seminar
- Study/Observation Tours
Senior Econcmist
Feature Speakers
Data Collection and Analysis
AEPRP .

FOOD INTERVENTION
~ Food for Progress
-~ Rice and other Commodities

AGRICULTURE PRODUCTION RESPONSE
Technology (IRRI)
Infrastructure Rehabilitation
Environmental Rehabilitation
Demonstration Project (if PVO available)

PRIVATE SECTOR INVOLVEMENT
-~ Parastatal Reform and Divestiture

Studies

Credit {Counterpart and ESF)
Training '

U.S. Investors

Commodity Import Program (Non-Food)

POPULATION AND FAMILY HEALTH
- 5-Point Plan
~ Title I MCH (with CRS)
- UNICEF ORT/Immunization
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IV. RESOQURCE REQUIREMENTS,

After a space of twelve years, AID in September 1984
reestablished a U.S. Direct Hire presence in Madagascar as part
of REDSO/ESA's personnel ceiling. This sole officer reports
directly to the Director, REDSO/ESA, who is responcible for
AID's activities in Madagascar. At the time of writing in LI
March, 1986, AID/Antan was comprised of:
- One USDH (Program Officer/Madagascar, assigned to
REDSO/ESA)

- One Malagasy Program Assistant, full-time (contract)

- One American Management Assistant, part-time
{eontract)

- One Malagasy :eceptionlst/secteta:y, full time
(contract)

) In addition to these core staff, AID/Antan also ‘employed

two local expatriate personnel on a short-time contract basis., ~ ———
AID/Antan maintained a manpower contract for two drivers and

six house guards.

A.I1.D.'s office in Antananarivo was located in two borrowed
rooms on the ground floor of the small American Embassy
building. The office managed a program in PY 1985 which .
totalled nearly $%$19.0 million. REDSO/ESA personnel, in fact as
well as on paper, formed an integral part of this management
téam, with essential design and supervisory roles.

In the period April-September, 1986, AID/Antan plans to
consolidate management operations in two principal ways: by
adding a second USDH officer and a senior Malagasy officer
(contract), and by occupying one floor of the leased building
attached to the Embassy which until late 1985 housed the
U.S.M.C. guard detachment.

REDSO believes that this staff and space allocation, with
access to the two TDY apartments (as available) on the top
floor of the ex-Marine House, with the work space they provide,
should be sufficient to manage the Madagascar program over the
1986-1990 planning period. REDSO and RFMC will continue to
provide essential controller and personnel services, in
addition to technical expertise (DH and contract) to help with
the PL 480 program, other commodity imports., population
"actions, and other activities proposed in this strateqgy. The —
Regional Housing and Urban Development Office (RHUDO/ESA) will
continue to support the small scale private sector housing
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construction program, with assistance from REDSO/ESA and the
Office of Foreiqgn Disaster Assistance (OI'DA), as requiretd. By
tapping into AID/Washington's centrally funded contracts with
international agriculture research centers (e.g., IRRI), with
economic analysts (e.g., the APAP project), and with private
sector consultants (managed by AFR/PRE), AID/Antan will
continue to work in relationship with important sources of
assistance outside A.I.D.

AID/Antan will continue to rely upon the unusually close
working relationship which has been established with the U.S.
Embassy. especially in the promotion of private sector and
commercial programs. The Embassy will continue to provide
support in such essential areas as communications, currency
exchange and security services.

We recommend that in March-April, 1987, AID/W together with
REDSO conduct a management review of the Madagascar program, in
order to determine if USDH staff levels are adequate given the
rising level of REDSO commitments elsewhere in the region. The
FY 87 Management Review will also offer an opportunity to study
the continued appropriateness of REDSO/ESA's direction of the
Madagascar program.




TABLE 1., MADAGASCAR: Projected AID Funding Levels: FY 1986-1990
($ U.S. 'Thousands)

Funding Source FY 1986 FY 1987 FY 1986 FY 1989 FY 1990

ESF 2,870 5,000 7,000 9, 000 10,009

PL 480 Title I 8,000 9,000 9, 500 9, 500 9, 500
Other

DA 1,000 2,200 2,400 2,500 2,800
ARDN 1,000 2,200 2,400 2,500 2,800
EHR
SDP

Regiona? Projects 250 300 300 . 300 300

(AMDP, YOP,EIA)

Total (all services) 15,382 20,996 23,930 26, 200 27,800

*These AAPL levels were assigned for planning purposes only, before passage of'
the Gramm-Rudman-~Hollings legislation in December, 1985,
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INTRCDUCTION

The information in this paper is based on key interviews
carried out in Madagascar and on written sources., Since the
previous CDSS, the results of a few new studies are available
which provide a bYetter understending of the current social
conditions in Madagascar. Also, the sociel analyst has had the
opportunity to review previous studies which were not available
to the FY 1986 CDSS team. Nevertheless, numerous other field
studies, such as those carried out by the Deparitment of
Development Research of the Center for Agricultural and Rural
Development Research (FOFIFA) and pre-1975 materials have not
been reviewed due to time and accessibility. Also, tinme
constraints have prevented the inclusion of an analysis of key
- ingtitutions. Informaticn on government institutions is
available in several documents such as World Bank reports, the
UNICEF Situation Analysis and special reports undertaken by
consultants for AID.

Organization of the following presentation is based oz
AID/W overall guidance on conceptual organization.of the
problem areas and specific guidance on the Madagascar CDSS
update,

SUMMARY OF SOCIAL ANALYSIS

Madagascar has a complex social system with important
ra2gional variations., Inequaties tend to reflect historical
Sattlement patterns and sociopolitical events., In the crop
producing regions the poor have small rice plots and low levels
of bo a in-kind and cash income. Particularly the poor are
l-pendent on hillside land and the clearing of primary and
secondary forests for cultivatiomn. The problem of hunger is
manifest in ‘several ways and seems to be increasing.

Malnutrition is high a2mcag children., Also, the infant
mortality rates are high. The GDRM, with UNICEF assistance,
4as been carrying out an Expanded Program of Immunization but
rs7erage retes should be increased. Family planning services
»rfectively reach only one perceant of the target group.

There is a growing body of relevant data which will provide
« o0asis for sound policy apnalysis and program/project design.




INCOME AND HUNGER
Land Distribution and Use

About 80 percent of all Malagasy families derive income
from agricultural production, whether from rice, cultivation of
other crops, livestock husbandry or a combination of these.
There are significant differences in.access to land, ecological
conditions and the value of the crops grown whickh relate %o
level of income and hunger. More detailed informatiorn on this
exists for the central highlands than for other geographic
regions.

The central highlands is located in the provinces of
Antanapnarivo and Fianarantsoca, These two provinces, which
include other agrcecological zones in addition to the
highlands, have the highest population densities and account
for 52 percent of the total population of Madagascar. In
central highland localities where a rigid caste system existed,
the amount of land, especially for rice production, currently
controlled and owned by a household and their access to water
for irrigation, reflect the caste of the family's lineage.
Farmers gain access to more land through sharecropping and
leasing arrangements. There is evidence that land poor
families are increasingly forced to sell a portion of their
holding when &n emergency reguiring cash arises.

Several case studies document differences in land
distribution and use. While the pattern of holdings is not
highly skewed when ecological factors are taken into account,
the differences are significant in terms of a household's
atility to meet its basic needs from agriculture.. A 1984 study
conducted by G. Rakotonirainy et. al. for FAC compares two
g@ites. One site has & history of a strong caste systenm, is
inhabited by Merina, and is located 50km. from the capital city
within Antananarivo Province, The second community, withia the
traditional heartland of the Betsileo, is in Fianarantsoa
Province. MThe size and digstribution of riceland is more skewed
in the Antananarivo than in the Fianarantsoa community. In the
former 43 percent of the agriculturalists have less than 50
ares* of riceland, whersas 8 percent each have more than 200
ares, In the Fianarantsoa sample, 29 percent of the
agriculturalists have less than 50 ares and 1l percent had more
than 200 ares. In both communities the smaller the rice land
owned the greater the percentage the non-rice, hillside land
(called tanety and herein referred to as hillside land) is of
the total land owned. For example in both communities for
those with less than 15 ares of riceland, the hillside land
accounted for 70 - 74 percent of their holding. Nevertheless,
in terms of actual size of the hillside laand controlled by each

*0ne hundred ares equal one hnectare,
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farming household, the size tends to increase as the size of
the rice holding increases, For example, in the Fianarantsoa
community those with more than 100 ares of riceland average 113
ares of hillside land, whereas those with less than 15 ares of
riceland average only 43 ares of hillside land.

The Midwest regionm ia comparison with the central highlands
is more sparsely populated and has poorer soils and less
rainfall, A study by FOFIFA of 433 households in 12 fokontany
(group of villages) revealed that 16 percent had nc land. Of
those with land, 54 percent have less tharn 2.5 ha., 1l percent
have 2.5-3 ha. and 35 percent have more than 3 ha, In general,
the size of the hillside plots were larger than the rice
fields. Most households had more tham one parcel of each type
of field. 1In the sample 18 percent of the households had no
rice land while only 8 percent had no hillside land. Those
households which controlled over 3 ha. of land often had some
under sharecropping.

In the. Midwest .abouyt three-gquarters of the landowning
households in the FOFIFA sample combine crop production with,
livestock production, cattle and/or pig raising. The Bara and
the Sakalava who are known for raising livestock also practice
¢rop production. In the area inhabited by the Bara, ecological
corditions favor rice production and the aresa is usually
self-sufficient ia rice. The Sakalava tend to place less
emphasis on crops than do the Bara, which is attridutadle to
ecological conditions.

A study conducted by C. Kottak in 1966-67, in three
communities in Fianarantsoa Province shows the diversity of
settlement patterns and differences in access to key
resources, His findings document that historical socioeconomic
inequalities are mirrored in the current situetion., His
regearch also reveals significant practices and behaviors
related to rice production. Kottak's findings show that
farmers with more than one rice field tend to invest more labor
in the traditionally more productive fields., Soil type
influences the cultivation technigues and laber regquirements.
The lador inputs and yields vary with the type of rice
cultivated, which is only partially a function of soil type.
The traditional variety of rice, whose taste is preferred, is
grown for domestic consumption, but balanced agaianst other
varieties in terms of laber, amount of land, soil type, and
potential yields. *

The main events in rice production are traznsplanting and
harvesting and these are associated with a traditiomnal division
of labor based on age and sex. These major tasks, as well as
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others, were often done with communal labor. However, communal
labor parties whose traditional reward was food and drink are
gradually becoming obsolete and are being replaced by peid
labor.

Kottak's data show that the intensification of labor inputs
on poor land can actually result in yields comparatle to .those
obtained from better soils, In a study site with poor land
conditions, the people worked between two and three times more
- on their rice fields, and in fact the yields were slightly
higher than in the other two communities studied. The same
community was poorer than the others and relied onm family and
communal labor.

When labor expended in drying and pounding rice for family
household consumption is included in the calculations on the
number of hours men and women devote to rice precduction, women
tend to spend more hours than men on rice. If i% is not
included, men sperd more time. On average an adult woman,
solely or with assistance from children, spends adout 300 hours
a year pounding rice for family consumption.

A socioeconomic baseline study undertaken by the Highlands
Rice Project in the Antsirabe area of Fianarasntsoa Province in
1984 showed that 60 percent of the families farmed 25 percent
of land surveyed and each had less than 20 ares of paddy land.

In comparison, 10 percent of the farm families averaged 120
ares which accounted for 42 percent of the total land area.
The survey alsc revealed that many farmers have large numbers
of very small plots for rice. In the communities studied by
Kottak, the average number of rice plots per community ranged
from 7 to 12,

The fragmentation of ricelard may appear exitremely
inefficient. 1In the central highlands it is %the result of the
inheritarce system of the Betsileo and Merina, which is
ambilineal, tending towards patriliny. A man inherits rights
to cultivate on the ancestral estate of his mother's as well acs
his father's family. The man may choose to reside in his
mother's village, or just to activate rights to cultivate
there. Activation of the right to cultivate invokes a host of
obligations, such as lending labor to assist others. A
Betsileo woman cannot inherit paddy land but can inherit
hillside agricultural land. In contrast, a Merina woman
inherits rights to both types of land. The' rights of
inheritance of land, even if not invoked, are usually
maintained through participation in ancestral tomb-centered
ceremonies, which oblige the person to give gifts. Access
particularly to rice land is an iantricate part of the entire
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social fabric and cultural history of Madagascar. Associated
with this is access to water for irrigation which is just es
important. However, no research seems to have been done on
organizational forms, rights and responsibilities associated
with water.

Both the smaller traditional and smaller goverament-
assisted rice irrigation schemes appear to be better managed
than larger goveranment assisted ones.” Tkis is probabdly a
result of community cooperation on the small, older schemes
which has a historical precedence. Community cooperation is
evident in the repair and maintenance of irrigation
infrastructure, allocation of water, and communsl labor.

.—The degree of cooperation among households in a community
is normally related to the historical pattern of settlement and
kinship affiliation. Communities recently settled, such as
around goverament assisted large irrigation schemes, and
comprising several kinship groups are less cchesive than others.

Because of the relatively high population densities and )
skewed distridbution of land iz the central highlands, there has
been permanent migrationm over the decades within the highlands
to areas of lower agricultural potential and movement into
other regions., Permanent migration is motivated by the desire
to obtain wage employment and to obtein land. Government
schemes in other regions have provided scme relief to the
highlands. In the Midwest region a common pattern has been for
migrants to engage in wage employment or sharecropping but
eventually to obtain land. While no hard data are available,
it is likely that those who migrate are the poor whose
ancestors were slaves and commoners since these people would
probably feel the strongest push towards leaving the area of
their ancestral tombds. Kottak points to cases where over time
e community has its regional appendage and tombs are built in
the newer community. Permanent migrants usually do not give up
land claims in their original home area, but allocate these
lard resources to close members of their family. Also,
migrants normally maintain their claims to land through
participation in ceremonies in the original home area.
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Over the decades migration has also been from regions other
than the highlands. For example, people from the souithwest
have settled in Sakalave territory. Anthropologist R.
Huntington has concluded that Madagascar shows a pattern of
continuous migration and while there are cultural variations
and ethnic categories, there seems to be little correlation
between the two. .

The Lac Alaotra region located northeast of the central
highlands has absorbed migrants since the early 1900s. The
region originelly inhabtited by Sihanaka people attracted Merina
and Betsiles irn the early 1900s. During the colomial period
large French concessions established in the area drew large
numbers of migrant laborers, many of whom settled and
eventually became landholders.

In 1962 the Societe Malagasy d'Amenagement du Lac Alaotra
(SOMALAC) was created to redistribute modern irrigated land and
further the development of irrigation. Some 7,500 families
benefited from land distribution, receiving om average a 4 ha,
plot. Sixty-six percent of the plots were 3-5 ha., 15 percent
were less than 3 he., and 19 percent were more than 5 ha. The
size of the land allocated varied according to traditional 1land
claims and productive potential of the land. Smaller plots,
averaging l.4 ha., were later allocated to farm families.
Especially among families with larger holding, family labdor is
insufficient. This has led to some 15-30 perceant of the total

land area being farmed under a tenancy or sharecropping
arrangement. Also the demand for seasonal labor, particularly
for transplanting and harvesting relies on temporary migrants
mainly from the central highlands.

The Lac Alaotra area is primarily a rice producing ares,
with approximately 68,000 ha. under rice cultivation. Almost
balf of the rice area (35,000 ha.) is under modern irrigated
schemes, whose operation and maintenance is the responsibdbility
of SOMALAC and the Ministry of Agricultural Production and
Agrarian Reform (MPARA). The rest is under traditional
irrigation. The region, however, annually looses up to 3,000
ha. of rice paddies due to poor maintenance of the primary
irrigation system and to siltation and sand deposition
resulting from erosion in the lake's watershed., The rice
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marketed from the Lac Alaotra region represents about a third
of the total marketed production in Madsgascar., Rainfed
egriculture also occurs on the hillsides and covers some 8,000
he. Cassave, maize, beans and groundnuts are the main crops.
Cattle are also important in the regional economy.

The main export crops are grown in the humid tropical aresas
which extend inward along the eastern coast, except for the
extreme south and north. According to a 1984 World Bank report
between 20-35 percent of all rural households are engaged in
production of export crops. Most of these households produce
export crop on a small scale, as shown below.

Total number Coffee Vanilla Cloves Pepper Cocoa
of producers

small traditionsal 345, 000 65,000 70, 000 59,500 2,000
farmers

small commercial 5, 000 5, 000 8, 000 5, 000
farmers )

plantation type 10-50 1 2,000

Average farm
gize (ha.)

amall traditiomnal .5
farmers . .
small commercial 4.5 1.0 -
farmers
plantation type 50-2,000 12.0 400 500~
2,000

The World Bank report states that the low price paid to
producers has led smallscale farmers to neglect their cash
crops and concentrate onm producticon of food crops. Specific
local studies carried out earlier, confirm the priority peasant
farmers give to securing their domestic food needs. It is also
apparent that difficulties in transport and receipt of payment
add to the reluctance of farmers to invest significantly in the
production of cash crops. :
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In recent years, migration has contributed to problems
which reflect a2 growing pressure on the land. For example, in
the Midwest and Southeast agricultural setilements on land
previously used for pasture have placed greater pressure on
availeble grazing land and occasionally fighting breaks out
between the inhabitants and the newcomers. Migration combined
with the natural rate of increase of population has led to
clearing of forests for crop production, and poor management of
the land which results in high rates of soil erosion and a )
decrease in bioclogical diversity. Erosiomn in turn has caused
serious impediments to irrigation within the watershed
catchment area. It is estimated that erosiomn puts out of rice
production as many hectares as is brought into productionm each
year. (See the REDSO/ESA Energy and Natural Resource CDSS
Update Report.) .

The national Conference on Conservation of Natural
Resources for Development was held in late 1985 and drew
international support and izvolvement. The background
documents, and reportedly many of the discussions, revealed a
superficial perspective of the causes of and soluticns to the
current misuse and mismanagement of natural resocurces. The
problem, however, is real. Clearing of natural and secondary
forests for agricultural production is a result of land
pressure felt in these areas and of the conditions of poverty
in which the people find themselves. Erosion, which plays
havoec with large investments in irrigation, is similarly a
result of misuse of the land within the watershed, as people
become more and more dependent on hillside farming and
livestock to sustain themselves and their families. PFurther,
redressive, corrective measures to protect the soil are limited
by institutional factors, including the extremely limited
nunber of GDRM staff to address the problem. The training and
awareness campaigns proposed in a conference background paper
are unlikely to stem the increasing deteriocratiom of the
natural resource base upon which the nation is dependent for
its livelihood since this approach ignores the underlying
causes and measures needed to address these causes,

The data on land use and distribution indicate that the
poor tend to have small rice plots. For the poor, non-rice,
hillside land is extremely important for earning an income to
meet basic needs. Attention to rainfed crops other tham rice
which have a good nutritional value, market potential, and
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ability to contribute to maintenance of soil fertility would
varticularly address the rural poor. Greater productivity on
rice land tkrough improved land and water use, and cultivation
of a second crop during the dry season, would be of value in
gsecuring food and cash income for at least a portion of the
households. However, attention also needs to be given to
production of crops on the hillsides.

Recently the National Assembly enacted legislation which
will affect rice cultivators. ‘'This legislation permits the
formation of water user associations and will assist them to
become financially autcnomous by being empowered to collect
user fees and to establish bank accounts, The intent is to
establish and gradually strengthen the adbility of users to
fipance at least minor repairs and maiatenance of irrigation
works, The overall finamncial ability to raise funds will vary
based on the size of the s3cheme and on the number of users.
However, these associations should develop a local fimancial
maintenance capabdility to provide some assurance that external
fundes invested in repair or rehabilitation of these schemes
will be sound. The ability to enforce the collection of user
fees ought to be closely monitored. It is likely that on
schemes with strong community cooperation, financial assistance
from others may be forthcoming to assist households who through
exception circumstances are unable to meet an obligation.

Land and Tree Tenure

Land tenure is significant since it relstes to access to land,
land distribution and land usage whicl includes protection of
the s0il, watershed management, eand production of trees for
woodfuel and building materials. Rights to land such as
ownership, inheritance, use and disposal may be held by
different parties at different times. These factors affect the
level of income obtainable from agriculture,.

Three basic forms of land tenure systems currently exist:
-individual, private property
-communal or corporate property
-state property composed of (i) public domain and
(ii) collective property under cooperatives
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Land law was introduced as early as 1891 and has undergone
many phases. A major attempt was made at land reform in the
1970s which involved state expropriation of large estates and
encouragement of widespreac smallholdings, state farms, and
‘collectives.,: Sharecropping end all forms of feudal obligationms
were forbidden, although there are few means of enforcing
this., Agents have tended tc discourage abusive sharecropping
arrangements aand encouraged fixed-~rent contracts, In 1974
legislation introduced the idea of a social obligation to
develop, maintain and use lend.  Thisgs was aimed particularly at
those who claim land for speculation and for their descendants
rather than putting it under production. If for a period of
more than five years az owner of more than 5 ha. of land has
not farmed the land personally or at his/her own cost, legally
the property should be transferred to the state. (Land put
under crops, trees and fallow are deemed by this regulation as
farmed.) All sharecroppers or tenant farmers on such land are
legally bestowed the right of preempticn tc the land. In spite
of the far-reaching implications of this regulation, there
appears to be no enforcement,

Different tenure arrangements, de facto and de jure,
operate within local communities. Because of the historical
importance of rice the claims to rice land are usually
established de jure. TFor example, a farmer's parcel of
y i.rrigated rice land may be officially registered in his name,
whereas the hillside land may be cultivated through traditional
rights. Claims to hillside land for cultivation and to grazing
land often follow traditional customary patterns.

In the Sakalava region, which extends along the western
-0ast and inland, land rnominally belongs toc the local chief.
Teufruct rights to cropland and grazing land however are
maintained in perpetuity, unless difficulties arise with the
local chief. Sakalava families sometimes move from one
shiefdom to another because of conflict with the origimal chief
»c femily feuds over inheritance. The Sakalava territory

.+gists of numerous small chiefdoms and low population
iengities. Over the decade non-Sakalava have become integrated
ia the regicn. Also, in the past two decades government

~tisted irrigation schemes have attracted ocutsiders.

‘In areas of low population demsity in the coastal areas,
sharecropping seems to be rare, However, some renting and
loaning of land without a mometary charge occur's which actually
3ignifies rights of acquisition. This takes place mainly
through immigrants marrying into an indigenous family, the
ellocation of land to the young, and returning migrants
asserting claims to land. VW¥hile land is not sold per se, the
parson acquiring the rights of exploitation is usually obliged
to perform work for the original claimant,
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The Midwest has also been a region attracting immigrants
over the years. During the colonial period immigrants sought
wage labor and eventually claimed and cultivated land of their
own. Currently about 16 percent of the rural households do not
own land. Most of these are engaged in sharecropping. Because
of the lack of unclaimed land suitable for rice and hillside
cultivation, it is unlikely that the historical pattern of
those engaged in sharecropping eventually holding land will
continue,

Plots allocated on irrigation schemes fall under various
tenure arrangements., Titles can be acquired in two of the
largest parastatal rice schemes, FIFABE and SOMALAC at Lac
Alaotra. In the Lac Alaotra area (the one most studied), after
consolidation and redistridbution of land, farmers were given
leage-purchase agreemente, The agreement provided that after
12 years of cultivation, mortgage and tax payment, the farmer
would receive a title. The first titles were given out in 1983
to some farmers who had met their obligations within Lac
Alaotra., Thirteen different types of sharecropping, land
rental and hired labor contracts have been identified. (Data
from the scheme show that the highest yields often come fronm
rented land.) This occurs mainly because the holding sizes are
larger than can be farmed by the farm family. Over the years,
however, through inheritance, the individusal farm sizes should
diminish. :

There is some evidence to show that in the densely
populated ares of the central highlands, there is competition
within families over the control of land. As land registration
progresses, competition occurs between brothers, With a title,
adults tend to hold the land in their name until they die,
leaving sons with low status because they are not yet
landowners. Parents who wish to sell a portion of their land
are occasionally challenged in the courts by their heirs., The
individual titled land seems to deprive women of their
traditiopal rights to land in their family estate. The
implicativns of iucreasing land pressure asnd individual
ownership, are unclear for intrahousehold income distribution.

Less is known about tree tenure. In a central highlands
area where a Swigs/GDRM agroforestry pilot projeect is being
implemented, hill slopes are State land. The community
insisted on registration of some of the land as individual
holdings prior to planting trees. MThe insistence on land
security prior to investing time and money in tree planting
probably is true for other interventions aimed at watershed
management and applicable nationwide.
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Private and "communal” .woodlots exist in the central
highlands., The social regulations govern communal woodlots,
however are not understcod nor documented. It may be that the
communal woodlots actually belong to a specific extended '
fanmily. Lack of knowledge about community woodlots hinders an
assesgsment of the feasibility of their promotion and of
encouraging improvement and management of existing ones., Some
woodlots are glassified as sacred, communal forests.

Apparently with clove trees and vanilla vines, the planter has
exclusive rights.

In 1985 a2 new policy was formulated and announced with the
aim of encouraging tree planting. The regulation states that:

the tree belongs to the person who planted it and

the planter who has correctly reafforested following
written specifications will be given the right to own the
reafforested land

The specifications are extremely strict and implementation will
be difficult. If implemented, it is likely that this
regulation will have both a positive and negative impact.

While it ought to emcourage the establishment of private
woodlots, the wealthier pecple will be the ones who will be
able to take advantage of this regulation. Reafforestation bvy
72althier people may indirectly benefit others through improved
30il control and greater access to wood for sale, bdut may
deprive future generations of poorer families access to
nillside land for crop production.

lunger

Due to multiple causes, hunger appears to be increasing.

The GDRM has decontrolled the price and marketing of rice as a
acasure to increase production and improve distribution., Over
“ha past few years the price of rice has fluctuated greatly.
+9T example, in 1984 after harvest a kilo of white rice was

'N=120 Fmg, while during the dry sesson the price rose to
#00+-600 Fmg. In November 1985 the price was 725 Fmg for a kilo
4T white rice in Aptananarivoe. DPoorer families without a

:fficient. supply of domestically produced rice are hard
sressed to purchase the amount deemed necessary to feed
shemselves, It is also likely that the high price has
zncouraged some families to sell some of their domestic supply
0 meet critical cush needs. The decontrol of ‘rice marketing
50 promote a more effective and efficient system has left a gap
rt to be filled by the private sector. This is particularly
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true in regions which are traditionally dependent on movement
0f rice from surplus areas, These difficulties may continue
until the private sector is willing and able tec respomd to
marketing opportunities and an increased supply of rice
decreases the price.

Yet, other symptoms point to the possibility of a deeper
crisis., 4 decreage in the grinding capacity in surplus areas
(excluding SOMALAC and FOFIBE) hinders movement of rice %o
deficit areas since transportation of processed rice is more
efficient than ¢f paddy. In the highlands as in other parts of
the country, household producticn of groundnuts for domestic
consumption and sale has decreased due to the poor guality of
the seeds and disease problems. Even vegetable production is
reported to have declined for lack of new seeds. The GDRM's
extremely strict quarantine regulations prevent importation of
new germ plasm. Recent smallscale nutritional studies show
relatively high rates of malnutrition among children. The main
urban centers have a larger number of beggars and street
people. Formerly when rice was unobtainable by poorer families
manioc and maize served as substitutes, So why should there be
more hunger now? The increases in hunger may reflect regional
patterns which drive the poor into the main urban centers,

It is likely that the lack of access to basic agricultural
inputs especially improved seeds, and the deterioratiom of
bagsiec productive infrastructure, such as irrigation, combined
witvh population pressure on the fragile ecosystem have locked
anumerous smallscale farmers into a cycle of poverty from which
chey are unable to respond despite recent policy changes.
Because of the small amount and quality of the land owned, a
small percentage of households are unlikely to meet most of
their needs from farming uUnless there is a2 major technological
breakthrough. A much larger percentage of smallscale farm
households, however, have the regquisite land resources dbut need
greater accessibility to low-cost inputs and many need
~inancial assistance, in the form of more opportunities for
ai'T=-farm employment or loans, to break out of their poverty

1D,

Before increases in the price of rice, when prices were
.ttrolled by the GDRM, food consumption patterns reflected
<sonomic status. The wealthier households consumed more meat,
vogetables and other nutritious foods, while the diets of
poorer households consisted largely of rice.

While food taboos are practiced, they do not appear to be
s2ong the main causes of hunger. Food taboos may apply to a
large ancestral group, a2 family, or a few individuals. The
taboos involve prohibitions against eating certein types of
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animals or fish, eating certain types of relishes or fruits, or
drinking certair bdeverages. For example, among the Sakalava
tnere is a prohikition against rearing and or eating zebu
cattle with certain types of coloration patteras.

Approximately 2% percent of the population observe a
prohibition against eating pork, but this dces not diminish the
importance of pig rearing and marketing in the Midwest and :
central highland regions.,

Over the past two years the GDRM has monitored food
consumption and sales of farmers (see section on On-going and
Proposed Research). However, currently the information is not
accessible to donor agencies nor will it be made public. This
is the direct consequence of the GDRM experience when a donor
used the information against the GDRM to press for specific
policy reforms and when a consultant used information to
advocate a specific course of policy action rather than to set
out policy alternatives., The information is indeed politically
sensitive,

Incomes

No studies are available which analyze levels of income
needed to sustain 2 mirimal standard of living by urban and
rural households. Neither is there recent nationwide data on
patterns of income distribution. A few case studies do point
tc the dynamics of ipcome distribution and composition.

In the communities covered in the FAQO study discussed above
(under Land Distribution and Use) almost all households in the
Antananarivo Province community had a non-agricultural-source
of income, which is related to the peri-urban status of the
community. In comparison, the Fianarantsoa community's main
source of off-farm income was from the occasional sale of labor
and normally accounted for less than 10,000 Fmg annually. The
researchers found that almost all households with an
agricultural revenue above 200,000 Fmg concentrated on farming,
indicating structural problems which push others into ianformal
sector activities and wage labor to supplement agricultural
production to meet domestic needs.

The same study shows a direct relatiomship within each
community between total income and amount of rice land owned.
In each community families with smaller rioe plots had lower
total incomes, even when accouvnting for income from non-farming
sources, The range of sources and levels of off-farm income
however, were much higher in the periurbaan community thanm in
the Fianaranisoa community. In the latter oanly 37 percent
derived some income from off-farm activities, compared with 88
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percent in the periurban area. Reflecting the lack of options
in the Fiaparantsoca community, 76 percent of those with
off-farm sources of income worked as occasional laborers, in
comparison with only 39 percent in the Antananarivo community.
Total annual incomes were estimated as follows:

Total Household Income (Percentage)

Below 200=- 300~ 400,000 + DRu.
200, 000 300, 000 400, 000
Antananarivo
community 39 13 42 206

Fiaparantsoa
community 57 21, . 16 273

Both .
50 17 20 13 479

The income estimates above imclude agricultural and
non~agricultural income and do not take into account
expenditure on agricultural production. The FAO study
estimates annual mirzimum expenditure for food and major items
for a family of six. The budget is far from inclusive and does
not set out alternative expenditures on fcod, dut rather bases
it on 2 rice cornsumption diet. However, it does indicate a
poverty class for families earning below 200,000 Fmg.

The legal basic minimum wage rates for low wage earners
ave kept pace with the increase in prices for basic consumer
goods, It is unclear, however, if the wage rates are set as a
family wage rate or to cover basic needs of the individual
gorkers,

POPULATION AND FACTORS AFFECTING THE ACCEPTANCE OF FAMILY
JLANNING

Madagascar has approximately 10 milliom people (1985). 1In
1975 when the last population census was taken, 16 percent of
the total population (7.6 million) were living in the 47 urban

.eas, One-third of the urban populatiom, however, resided in
~“be capital city of Antanamarive. According to 1980 data, the
1verage number of people per household is 5.16, with a mediunm
st 4.02. The 1975 population census showed that households
tend to be smaller in urban areas than ia rural areas and thet
23 percent of the urban compared with 14 percemt of the rural
*"useholds are headed by women.
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The highest rural population densities cccur in sections of
Antanansarivo and Fiananantsca provinces, where there are
between 50 - 100 people per km<., Other concentrations of
population (20 - 50 people per km2) are found in the eastern
coastal areas., Inter-provincial migration, either permanent or
temporary, account, for the distribution of approximately 10
percent of the 1975 population. An analysis of the net
migration by province reveals a negative flow in Fianarantsoa
and Tulear provinces, Those migrating from Fianarantsoa go
mainly to Antananarivo and Majunga Provinces, while those from
Tulear mainly migrate to Majunga and Diego Suarez provinces,
Not surprisingly, the provinces of Antananarivo and Majunga
have net increases in migrants, Migration is mainly to rural
areas for employment and there does not appear toc be a2 large
differential between the rate of migration of males and
females, indicating that entire families move.

The legal age of marriage is 17 for males and 14 for
females, Information from the 1975 population census shows
that 10 percent of the rural males and 39 percent of the rural
females were married before age 20. The average age was 19.6
for females and 22,9 for males., Polygamy has been legally
prohibited since the 1960s, but is still practiced in some
coastal areas, especially Tulear Province. The general tendency
is for a newly married couple to establish residency at$ the
home of the husband's parents. Marriagée patterns vary
according to socioeconcmic status. Among the proscriptions
governing marriage, none appears as strong as the proscription
against intermarriage of descendarnts of free people and
slaves, Marriage involves bridewealth transfers., Among the
Betsileo, custom recognizes a trial marriage period to allow
the groom and his family to evaluate not only the potential
vife's appropriateness as wife and daughter-in-law but also her
procreative powers. Marriages are often finalized after the
birth of a child. The customary wish of heppiness to a newly
married couple, among some groups, is the wish that they have
seven boys and seven girls., ~

The actual fertility rate is less, The 1975 census showed a
fertility rate of 6.4, whereas data from the 1980 bousehold
budget survey by INSRE gave a fertility rate of 5.8. Malagasy
generally assert that they like to have 2s many descendants as
possible to comfort them in old age, to attend their funerals,
and tc conduct ancestral rites. At least outside the densely
populated central highlands, it appears children still have an
important econonmic role in performing agricultural and cther
domestic tasks. In the centrsl highlaands, though, land
pressure results in the desire of agnates to control exclusive
agssess to family estate and limit claims from other relatives
such as sister's sons. An adjustment mechanism exists through
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the custom of fosterage, usually with relatives, although it is
possible that with the increasing comditions c¢f poverty this
system is under stress. Fosterage is often at the suggestion
of an astrologer or diviner., 3Belief in the supernatural realn
is strong among all Malgasy groups and includes a bdelief in a
person's destiny., Every condition and event is deemed to have
a cause, often personalistic.

The customary supernatural realm exists gside by side and is
often incorporated with adhence to Christianity and "modern”
science. Almost half of the population report themselves to
be Christian. The Christians are almost evenly divided between
Roman Catholics and Protestants. Adbout fifty percent of the
population follow a traditional religion. The upper strata of
society and leadership of the country consists primarily of
Christians.

The Catholic church is active in the provision of social
services and it can be assumed that they will only advance
natural family planning methods. However, because of the
Malagasy sense of privacy this method is unlikely to gain many
followers.

Currently family planning services serve lesa than one
percent of the target population. Fianakaviana Sambatra

(FISA), the main private voluntary organizatiom providing
family planning services, has stringent eligibility criteria
for women wishing to receive contraceptivesa. A woman must
present proof that she is married or living in a consensusl
union, must obtain her husband's signature on a consent form,
and provide two photos for her FISA memdbership card. Also,
contraceptives are furnished to a woman only whea she is
menstruating. While these criteria are not enforced to the
same extent in all FISA clinics, they certainly limit access
and discourage women from seeking services, It is gemerally
considered that FISA has such criteria to prevent criticisms
being levied by the GDRM and more vocal members of the pudblic.

Among the middle and upper urban class married couples, it
is not unusual for a woman to have limited her family to less
than 4 children. Women have obtained IUDs and other
contraceptives while outside Madagascar. There is also
evidence of the use of abortion in urban and rural areas to
limit the number of children. Thus, it appears that a
significant although maybe small percentage of the target
population would readily welcome greater access to family
planning services. A better understanding of the receptivity
to family planning will be available when the results of 1985
survey are analyzed. Attitudes, knowledge and practices in
regard to population and family planning were covered in a 1985
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netionwide survey of over 8,000 males and females aged 15 years
and older. The survey will provide informetion on views of
males and females of varying socioeconomic status (see section
cn On-going and Proposed Research).
HEALTH DEFICIENCIES

Morbidity and Mortality*

The life expectancy of a Malagasy woman is 45.9 years and
that of a man 44.8 years. Poor healtn of pregnant women and
the need for them to comtinue to cerry out arduous tasks
contribute to miscarriages, low birth weights and maternal
deaths, The maternal death rate was estimated to be around 1.3
percent in 1980, with regional variations from .09 percent to
2.4 percent. Ministry of Health Statistics for the first
semester of September 1984 showed maternal mortality at 4.6
percent. The number of miscarriages/abortions has been
estimated to be at 50 per 1,000 pregnancies. A small survey
undertaken reveals that 14 percent of the new borns are
underweight (less than 2500 grams).

Causes of morbidity in adults tend to vary by geograplic
region, reflecting climatic factors. Respiratory diseases are
predominate in the highland province of Antananarivo, while
infectious, parasitic and digestive diseases prevail in the
coastal areas, Some 25 percent of all recorded infectious
diseases are due to malaria, Health service facility records
indicate an overall death rate of 18 per 1,000 inhadbitants.
Most of the deaths (78%) recorded in health facilities were of
children aged between 0 and one yeer. BEighty percent of the
recorded deaths of children under the age of 5 were caused by
transmittable diseases,

The mortality records from health facilities indicate that
mothers are prone to take sick children to modern health
facilities for care, while adults are less likely to tura to
these facilities when seriously ill. The latter is prodably
due to a belief in witchcraft and sorcery which prevails among
the Malagasy. 1Illness and death are often considered to have
personal causes., Nevertheless, most Malagasy like Africans
blend the belief in the supernatural causes of illness with
faith in modern medicine. .

In the past few years there has been a prodlem in regards
to availability of chloroquine. None has been available in
many health facilities. What has been available has been
reserved for children, The probiem of availability is caused
by a scarcity of foreign currency.

* 1This is primarily based on informaticn from UNICEF 1984.
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The rate of infant mortality is uncertain. Calculations in
1975 on the basis of information from a post-census survey
showed the rate to be 72 per thousand. The rate was reexamined
in 1981 following the iat ~duction of a new health statistics
system and showed a naiiu.. 1 rate of 92 per thousand, the
highest being in the westurn province of Mahajanga (148 per
thousand). A study carried out in 19738 covering some 3,000
mothers attending maternal and infaﬁt'health centers gave a
rate of 144 per thousand. It is generally considered that the
rate in more on the high side, at over 100 per thousand. It is
hoped that the effort to improve statistics on births, deaths
and other vital population statistics, undertaken on a sample
of 10 percent of the fokontany and 1.2 million inhabitants
through the Service of Health and Demographic Statistics in the
Mipistry of Health, with assistance from UNFPA, will result in
better basic statistics,

Immunization

Since 1976 Madagascar has had an Expanded Program of
Immunization (EPI) for tuberculosis, diptheria, whooping cough
and tetanus. Initially the poliomyelites vaccination was given
only in those areas where the disease was thought to be
abanormally frequent, bdut currently it is provided nationwide to
the target population. Vaccination against measles has not
been included in the program because of the high cost of the
vaccine and its relative thermal instability. However, measles
vaccination began to be included in the EPI program in late
198%,

The official target for diptheria, tuberculosis and
whooping cough and polio vaccination is the O - 4 year old
group, with priority given to the 0 - 1 year old, for whom the
death rate is higher. Information from 1984, however, shows
that the vaccines have been allocated to the O - 2 year old
group. In 1984, 404,134 children ages 0 - 24 months received
BCG vaccination or approximately 38 percent of all those within
this age range. Children bora in health facilities now receive
BCG at birth. Madagascar manufactures approximately 2 million
doses of BCG vaccine a year. The rate is expected %o increase
with modernization of the factory. In 1984 approximately 43
percent of the O - 24 month o0ld received the first diptheria
injection, but only 27 percent received the .,third injection,
The same year an estimated 28 perceat of the O - 24 month old
received their first polio booster and 16 percent the third
injection. No data for 1984 were availabdle ia regard %o
regional distribution.
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In 1980, four years after the introduction of the EPI, the
national coverage for diptheria, tuberculosis and whooping
cough for the O -« 4 year o0ld group was estimated at 32
percent. Variation by region was, however, great: 45 percent
in Antsananarivo Province and only 17 percent and 16 percent in
Toliary and Mahajanga provinces respectively. The coverage
rate for BCG was about 34,5 percent with less regional
variation: 45 perceant for Antamanarivo to 29 percent for
Mahajanga, The 1980 record showed, however, a drop-out rate of
more than 50 percent between the first and third DTP injections.

A combinstion of obstacles need to be overcome in improving
and expanding the EPI coverage. The greatest is the logistics
problem and setting up of cold storage chains., Second,
further attention needs to be given to staff motivation and
training in communication and education. Third, more public
awareness and education is required because of the lack of
comprehension and understanding of parents, prevaleant in
certain regions, which hinders immunization of their children.

Local Medicinal Plants

There is the potential of valuable medicinal plants being
located in Madagascar, which has 72 plant varieties located
nowhere else in the world. It is estimated that as many as 85%
of the Malgasy plants are endemic to Madagascar. This endemism
extends into the level of both the genius and family. The
potential utility of the Madagascar flora is not limited to the
field of medicine. Madagascar has as many as 50 wild species
of coffee and 5-6 species of wild vanilla.

Several older, maianly locally-focused studies, report the
use of indigenous medicines. The medicinal properties of these
have not been analyzed. There is considerable concern that the
existence of potentially valuable plants is increasingly
threatened through the clearing and burning of natural
vegetation for agricultural production.

Nutrition

No new data exist on a nationwide basis to document the
extent and distridbuticn of low levels c¢f nutritiomn. However, a
nutritional survey was carried out among 651 households in
parts of Antananarivo and Fianarontsos provinces., The survey
was conducted jointly by the staff of the Ministry of Health
and of the Highlands Rice Project, financed by the World Bank,
and with technical and financial assistance from UNICEF. The
survey sampled 998 children between the ages of 0 and 60
months, using anthropometric measurement of height, weight and
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age. The results show a high incidence of malnutrition.
Thirty-four percent of the children surveyed had a weight for
age equal to or less than 80 percent of the WHO standards,
Sixty-one percent revealed a height for age equal to or less
than 90 percent of the WHO standard. The incidence of acute
malanutrition indicated by low weight for height, using an 80
percent mark according to WHO standards, was revealed to be
*less than one percent of the surveyed children.

In comparison, a survey undertaken in child health care ]
centers in rural areas of Antananarivo District imn 1979 showed
2.3 percent of the children aged O - T2 months with acute
malnutrition and 32 percent with age for weight less than 80
percent WHO standards. This latter survey indicated a
relationship between malanutritien and the number of children in
the family. In families with more than 6 children, 35 percent
of those sampled were malnourished, compared with 27 percent of
the children from families of five or less children. It was
also found thaet the rate of diarrhoea was two times higher
among malaourished than well nourished children.

The UNICEF assisted study referred to adbove was carried out
on the same sample as those covered in the socioeconomic
baseline survey for the Highlands Rice Project. Therefore, it
would be possibdble to further analyze the data to study the
relationship between food availability and child nutritional
levels. To date, however, this has not been carried out due to
other demands on Project staff and lack of funds for a
consultant.

Data from the 59 Catholic Relief Services' maternal and
child health centers also serve to document the low nutritional
status of Malagasy children. Children aged 0 - 60 months who
are enrolled in the CRS clinics show little improvement in
nutritional status over a period of time in spite of the
receipt of the CRS food package and parental azreements on use
of the food. TFor the period December 1984 - May 1985, 52
percent of the children were below the 80 percentile age for
weight ratio. The lowest rate was in Tulear area (39 percent)
and the highest in Antsirabe (69 percent). Data collected in
June 1985, the harvest period, showed a slight improvement: 47
percent of the children were under the 80 percentile age for
weight. No significant differences appear between age
categories.

UNICEF intends to support and aid further smallscale
surveys in the coming years. Where possible the intent is to
attach the surveys to an on-going rural development program so
that the infrastructure will be in place for any follow-up
action. It is unlikely however, that the opportunity to
piggy-back the survey onm top of another will present itself.




-22-

4 combination of factors appear to cause malnutrition among
children: lack of food, low levels of immunisticon, unclean
drinking water, and lack of access to anutritional foods. Also,
there are significant nutrient losses when rice is processed
manually. A CRS report notes that their nutrition education
component at the MCH centers is hindered by the lack of
nutritional foods in local markets for demonstration.

ON-GOING AND PROPOSED RESEARCH

The National Institute of Statistics and Economic Research

carried out a Household Income and Expenditure Survey in 1978.

t the time of the CDSS FY 1986 it was hoped that the survey
could be tabulated, analyzed and published with assistance from
AID to provide a better understanding of poverty groups. A
USAID-financed assessment by the US Bureau of Census and the US
Department of Agriculture in 1985, however, pointed to
methodological problems of the survey. First, the rural
survey, including semi-urban areas, was disrupted because of
financial problems so that fieldwork was reduced to 7 days per
household and the data collected over a period of only 8 ‘
months, with two visits per.household. The survey of the large
urban centers was carried out as planned: each household being
vigsited on a daily basis for 10 consecutive days and three
times per household at 4-month intervals. The field work was
done in two tranches, three years apart. Thus, adjustments for
inflation in prices and earning index and for general economic
conditions would be required to make the two comparabdle.
Second, the fourth seasonal cycle was not covered in the rural
survey, and because of seasonal variations in income from
agriculture it would be difficult to project. PFinally, no
information was c¢collected on size of the farm holding, a major
indicator of wealth,

In spite of thege difficulties, the consultants concluded
that it might be useful for the Institute to concentrate on the
urban household data, with help from outside assistants. The
Institute has requested assistance from AID under MARS I, to
edit, tabulate, analyze and publish the data. The Institute
considers that the training and learning experience are as
important as the ead-product. This is reasonable and
justifiabdle.

As of July 1985 the Institute was transformed into the
_ General Directorate of the State Data Bank and attached to the
Presidency. Its responsibilities have yet to be finalized.
Nevertheless, it is expected to continue to be responsidble for
conducting an annual survey of industry, a monthly price survey
and for monitoring the civil registration and vehicle
registration gystenms. Also, it will continue to be responsibdle
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for the population census and probably other specizl, national
surveys, The Institute undertook its first population census
in 1975. Although the ‘date of the next population census has
not been finalized, it appears that it may occur in 1987 to
provide information for the 1588-1992 national plan. 3Because
of tr~ relatively short period for adequate planning, outside
technical assistance will be required +to help plan for the
census, The content of the census will be decided by an
interministerial committee, Based on the las?t census, it will
probably provide a data dase for analyzing migration patterns,
age structure of the populatiom, fertility and mortelity rates,
gize and structure of housgsehclds, and educational levels.

Additional nationwide data will be available from the
large-~scale sample census of agriculture which was began in
July 1984 by the Ministry of Agricultural Production and
Agrarian Reform with assistance from FAO and supplemental
support from AID through use of local currency. Problems in
timing and logistics, exacerbtated by financial constraints,
made it necessary for the field work to be divided : the
northern half of the country was covered during the first 6
months and the southern half during the second six-month
period, with some arrangements for guick trips to the north to
collect production data, Information is also being gathered

on post-harvest losses, and production costs and yields of the
main crops. A special survey is being carried out on large
scale farms.

The sample agricultural census will provide cursory data on
land tenure arrangements such as if the farm family owns,
sharecrops, grants or leases land. Although sharecropping is
illegal, there does not appear to be a comscious effort among
those engaged in the system, particularly the sharecroppers, to
withhold information. But, in cases where ancestors of slaves
and of clients maintain in perpetuity the right to use but not
dispose of land registered under the descendants of the
original patron, it is unclear under what tenure form the land
will "be reported. Also, the census data will not provide
information on the intrahousehold dynamics of rights to land..
Nevertheless, an analysis of this data will permit an
assessment of the geographic distribution and magnitude of the
different tenure patterms on farms. These patterns can be
assessed in regard to other varisbles %to determine if there is
a positive correlation with izvestment in agricultural
production and with agricultural output.

In addition, the sample agriculftural census will permit an
identification and analysis of the poor in regard to land
tenure arrangements, land gize, agricultural output, ownmership
of agricultural implements, size and structure of the labor




24

force, and sex of household head, However, it will not permit
an analysis of the structure of household income since off-farm
sources were not covered. The census will also facilitate a
study of the structure and composition of farming households,.
The statistical unit in MPARA intends to analyze the data
according to socioeconomic variables, although this is of lower
priority for MPARA than other types of analysis.

There is no organization or branch of government which has
a permanent structure to gather social and economic data from
rural and urban households. However, the MPARA, with :
assistaace from FAQO, intends to establish a permanent system in
the statistical unpit for collection of agricultural data bdased
on a national sample. This would provide yearly statistics on
crop areas and production and would facilitate crop
forecasting. The unit would also conduct special surveys aad
has already identified soil ercsion as a topic for a special
survey.

For the last two years the statistical unit in MPARA in
collaboration witn the Rice Coordination Unit, has been
collecting data on a regular bases from a sample of households
"in urban centers and in nine of the 16 agroecological zones to
determine focd comnsumption patterns, especially of rice. This
is done through acquisition of information on household
expenditures including the consumption of food produced
domestically. This survey is expected to continue,.

Also, MPARA is responsible for technical and socioeconomic
studies in regard to rice schemes slated for rehabilitation,.
For some of the larger schemes, consultancy firms are hired to
carry out the studies., For the small schemes, a system is
being developed and financed under a World Bank project. A
questionnaire has been designed to obtzin technical, social and
economic data from individual ricelaud farmers.

The National Center for Applied Research on Rural
Development has four departments concerned with technical
research. A fifth, the Department of Development Research,
provides supporting services to the other departments and
helps with the economic interpretation of research results,
This department also carries out regional spcioeconomic
studies, but activity is greatly restricted by a lack of
personnel (see Tom Z2alla, Data Analysis Capabilities within
the Agricultural Sector of Madagascar, UDSA/AID, March 13,
1985). Currently the Depariment's work centers om four
regions. In the Lac Alaotra region the focus is on sesasonal
labor migration and on constraints to the adoption of
technological innovations. To date the research in the Midwest
has consisted of a large diagnostic survey centered on crop and
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livestcck productiorn., Work ia the coastal southeast has been
on coffee production. Research in the Highlands ceaters on
constraints to the introduction of specific new crops and on
areas from which seasonal labor migrates to Lac Alaotra. The
Department, -using survey methods, ternds to focus on constraints
to the adoption of improved technoclogies and on ways to
overcome these. The research does not give adeguate attention
to risk aversion strategies and intrahousehold dynamics, both
important factors related t¢ agricultural production.

An economic study is currently being conducted “hrough
FOFIFA by a U.S. Ph.D., student which addresses the interaction
of policy and production options of highland farmers using a
linear programming analysis.

Discussions and iaformal traizing sessions have been held
with FOFIFA staff by short term farming systems experts., This
was done under MARS I and in preparation for a national
conference or agricultural research priorities,

In 1985 a survey was conducted by the the Ministry of
Population, with assistance from UNFPA. Ianformation will be
available on views of males and females of varying
socioeconomic statua concerning:

whether the population in their locality has increased
or decreased during the past decade, and the probleams
this has created,

reasons for preferring either large or small family
sizes, ’

the causes of female &nd male sterility,
abortion,

provision of sex education to young males
and females, and on population education,

the causes of.premature and delayed child births,

the number of meals eaten during the harvest season
and sunmmer,

the age at which children should be given
mixed foods,

the causes of the most frequent childhood and
adult illnesses,

the utility of bdush fires and

exhumation.
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In recent, on-going and proposed research three important
socioeconomic and institutional topics appear toc have been
neglected. First, little seems to have been done on the
interface at local levels between farming households and public
and private services (such as produce and agricultural iaput
markets, and agroprocessing facilities) especially since the
enactment of new economic policies opm pricing and marketing.
Though much has been written on the structure and funcitions of
government institutions, there is limited information on the
access of mals and females to such services, While the
fokonotana has been instituted as a major local level community
organization for decision-making, the degree of democratic
decision-making, the ability to enforce decisions, and other
aspects of how they work has-not been researched.

Second, no studies appear to have been undertaken within
the framework of intrahousehold dynamics to assess the loci of
decision making, control over resources, gender distinctions
and so forth. The research does not include male and female
farmers' perceptions of major problems, their adjustment
strategies, and views on possible sclutions to these problems.

Third, studies of community dynamics and cooperation have
been neglected. Although people speak of numerous small

community level organizations, their objectives, degree of
comnmitment, access to resources, and so on have not been the
gubject of research. 1In particular local studies should be
related to rice irrigation schemes, wocdlots and establishment
and maintenance of mini~aydropower facilities.

STRATEGY
QOverview

Currently microlevel social and economic data are not
available for a comparative regional analysis of conditions of
poverty which could be used to determine a regional focus for
the AID program. Moreover, the specific objectives suggested
for AID's program can best be achieved by maintaining a
national level focus.,.This does not preclude a regional focus
within bilateral projescts when appropriate. The program
objectives suggested herein are based on the recognition of the
need to keep AID's management burdens at a minimal in
Antananarivo, REDSO/ESA, and Washington. It assumes that there
will be two direct hire officers and three full time non-direct
hire staff to oversee the program. It is proposed that
assistance be provided by AID to selected aspects of om-going
programs and to new projects in colleboration with other donor
agencies,
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AID ought to continue to focus on the rehabilitation of the
agricultural sector. Attention to food crops is justified
since Malagaay farmers tend to devote resources to secure
adequate production of food crops for domestic comnsumption
prior to allocation of resources to the producticn of cash
crops. The suggested program objectives include limited
support to health and family planning activities., The proposed
specific objectives outlined below address the period up to FY
1990 and focus on the following sectoral goals:

-increased production of food crops on a sustainable
basis,

-more equitabdle distridution of income and food
consumption, )

~increased acceptance of family plananing aad

-improved health status of children and women.

The above can be assisted by focusing the AID program on
the following specific objectives.

a) Strengthening Malagasy capacity and capability to plan
and manage as well as to collect, process and analyze data for
policy alternatives and for the design and evaluation of
development programs/projects aimed =2t the alleviation of
poverty.

b) Improved capacity of FOFIFA to conduct farming systems
and on-farm agroforestry research to identify improved
technologies and extension methods to effectively reach male
and female farmers operating under different resource patteras,
and to identify improved varieties of rice appropriate to
different ecological conditions.

e) Greater accessidbility to improved seeds through
selected support for seed multiplication of rice, peanuts and
potatoes,

a) Improved physical and managerial resources on selected
nrivate sector rice irrigation schemes farmed by smallholders

e) Increased sustainability of agricultural production
through assistance %o selected forestry and natural resource
ictivities.

f) Improved accessibility in the rural areas to
2nergy-efficient agro-processing facilities, agricultural
inputs, basic medicines, and agricultural markets. Increased
.ff-farm employment opportunities at adequate wage rates
.hrough labor intensive productive enterprises.

g) Increased accessibility to child health serviceco
through greater EPI coverage and through maternal and child
health services which include family planning services.

) Increased acceptance of family planning by the GDRM
4nd greater access to family plenning services.
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The rrogram takes into account the use of PL 480 funds,
bilateral project funds, access to centrally-funded projects,
and the possibility of AEPRP funds as exemplified in Table 1.

Table 1

Summary Table of Objectives and Sources of Funds

Bilateral Local Central AEPRP
Projects Currency Projects

Data collection
& analysis

Farming systems,
agroforestry &
rice research

Seed multiplication

Irrigated rice
sSchemes

Forestry &
natural
resources

Services, commo-
dities & employment

EPI & MCH linked
with FP

Acceptance FP X

AID should enmncourage greater involvement of non-goverament,
:on=profit organizations in development activities through
iialogue with the GDRM and in the availability of local
currency funds to support selected, viable activities., At this
time, only a few of the many indigenous NGOs gre focused on
levelopment in comparison to welfare activities and have the
capacity and capability to undertake development work., Ground
ihould be laid, however, for greater AID assistance to the
local NGCs within the coming years. Dialogue is necessary with
*he GDRM since its permission must be obtained for the NGOs to
receive financial assistance from outside donors.




-29-

Discussion of the Specific Objectives

1. Strengthened GDRM capacity and capabdility to plan and
mapage as well as to collect, process and analyze data for
policy analyses and for the design and evaluation of
develonment prqgrams/?rq;ects aimed a+t alleviation of poveriy.

This is an enormous and long term task., AID should
continue to support efforts in the Ministry of Agricultural
Production and Agrarian Reform, the General Directorate of
Plan, the General Directorate of the State Data Bank, and
FOFIFA. It sbould 2lso support the Ministry of Animal
Production and Water and Forest Resources in selected areas
including training in colladboration with World Bank projects.

Within this coantext, AID should play a major role in
helping to increase the collection and analyses of data
disaggregated by sex and in encouraging the use of this
information in the design of programs/projects., Assistance
should be provided through short~term technical assistance for
seminars and on the job training, and by supporting
participation at international conferences centered on women in
development and gender relatioms. Furthermcore, AID should help
ensure that women are well represented in in-country and
out-of - country training financed by AID.

MARS I ipcludes in-country training and seminars as well
as short-term technical assistance to assist with data
processing and analyses, The processes begun under MARS I
should continue to receive AID support together with follow-on
activities (including training). PFor example, under MARS I
funds are availabdle for training in social analysis. Because
no copportunities have been identified for short-term training
in the U.S., it is expected that a2 special course will be
provided in Madagascar., The scope of this training is expected
to be finalized by April 1986. Also, if necessary, MARS I
funds are expected to be availatle for a synthesis report on
land tenure systems and patterns and possibly for a seminar
based on the report. The outcomes cf both of these activities
may call for additional assistance which should bde included in
any forthcoming bilateral project ass;stance and in use of
local curren03 funds.

If requested, AID should continue to support the GDRM to
monitor the effects of changes in economic policy upon >ural
and urban inhabitants, especially the poor and women, In the
past AID hes actively helped do 8o through assistance to the
statistical upnit ia MPARA, This assistance was in the form of
local currency to help in the collection of data on urban and
rural food comnsumdtion patteras and in the analysis of the datsa.
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AID should discuss with the statistical unit in MPARA and
with FAO the feasibility of providing short-term technical
assistance and computer equipment for the analysis of the
sample agricultural census data according tec social and
economic variables, This ought to receive priority atteantion
so as to-provide a better data base on agricultural households
in Madagascar, The type of analysis suggested is discussed
above under Current and Proposed Research, Also, the
statistical unit should be assisted as needed to carry out
special surveys, particularly om soil erosion, and for training
in data editing, tabulation and analysis. This assistance
would supplement that from FAO and could be achieved througu
short term technical assistance, short-term training in the
U.S., and the availability of local currency funds.

If funds are not forthcoming from either UNICEF or the
Highlands Rice Project to process aprd analyze the nutritional
survey data together with household haseline data, AID should
attempt to identify funds for this task. (These data are
discussed in the above section on Nutrition.) It is suggested
that the best alternatives for carrying out the work would be
that:

the statisticsl unit within the rice project do the work

unpder the guidance of the original consultant, or

all parties concerned agree to send copies of the data to
the original consultant to process, analyze and write the
report.

While the strategy for achieving this objective centers on
increasing the ability of the Malagasy, in specific cases,
priority attention may need to be given to the end~product.
This would be justified to prevent an "overload” on those
charged, with carrying out specific responsibilities such as
data processing and analysis and when the timely presentation
of the information would assist in program/project designm or
evaluation,

Assistance for the above activities would mainly be through
bilateral project assistance. Local curreancy funds, though,
should be available to fipance selected activities and
technical assistance might be provided under centrally funded
projects.
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2. Improved capacity of FOFIFA to conduct farming systems aand
agroforestry research and to identify appropriate, improved
technologies and extension methods to reach male and female
farmers operating under different resource patterns.
Idenvification of improved varieties of rice appropriate to
different ecclogical conditions., '

The research begur on rice under MARS I should be continued
and expanded., Also, under MARS I, AID has helped to finance
short~-term consultants to help increase the awareness of FOFIFA
staff of the objectives of farming systems research and
methodologies employed. It is anticipated that the same ——
process will be followed with regard to agroforestry research,
using & short-term consultant from ICRAF. No plans have been
made, however, for a short-term consultant to help increase the
awareness of the role which anthropoclogists/rural sociologists
can play in a farming systems program, including attention to
gender differences related to productionm. It is recommended
that AID fund such a consultancy. Consideration should be
given to obtaining an expert who has been on a successful
multidisciplinary farming systems team, is well-versed in
various approaches and examples of successful techniques, and
is fluent in French. This assistance is considered extremely
important given the analytical frameworks currently employed by
FOFIFA sccial scientists.

AID should help fund both farming systems and agroforestry
research through FOFIFA. It is expected that the farming
systems research will ceanter on rice production. However, it
is important that key intrahousehold and suprahousehold
variables are examined that relate to and effect rice
production, such as the allocation of labor to different
production activities, the strategies used by farmers in
regards to variety of rice grown, and ability to purchase
commercial agricultural inputs. The social scientists should
also play a major role in the selection of triel farming
households to help ensure that not only the wealthier farming
households sre involved.

The initial focus of the AID-funded farming systenms
research may be on rice production systems.. But, because of
80il erosion problems and the limited access tvo riceland and
greater access to hillside land among poorer households
especially in ‘the highlands, the research should gradually be
expanded to address the production systems and conditions of
poorer agricultural households.

Asgsistance in farming systems research should be provided
to the Department of Development Research, FOFIFA, {through
short term consultants, in fields such as agricultural
economics, anthropology, and computer applications, and through
the provision of local currency fumds for field research and of
foreign currency for computer equipment.
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In regards to on-farm agroforestry research by FOFIFA, it
is recommended that areas are selected where erosion rates are
high and/or where there is a severe scarcity of wood. The
research should be coordinated with a follow-on development
oroject, implemented by a non-government, non-profit
organization., The on-farm agroforestry research and project
implementation ought to take into consideration socioceconomic
factors, including land tenure and women's rights to trees
planted for fuelwood.

Where appropriate the activities suggested above should be
eligible for local currency funds and AID should draw upon
tentrally funded projects. Most of this endeavor should be
included in bilateral projects.

3., Selected support for seed multipvlication of rice, vpeanuts
and potatoes.

AID should continue to assist to make more available
improved seeds through selectively supporting seed
multiplication of rice, peanuts and potatoes, Peanuts are
important because of their nutritional value. DPotatoes are
included because of their rapidly increasing popularity among
the Malagasy and their potentisl as an acceptable basic food to
replace manicc as a substitute for rice among poorer households.

This support should come through the availability of local
currency funds to support viable proposals. The requisite
technical expertise must be available. While initially the
seed multiplication activities are expected to be undertaken by
the public sector, AID should investigate the feasibility of
encouraging seed multiplication as a small to medium scale
commercial private sector enterprise to facilitate greater
accv288ibility to improved seeds in rural areas,

4. Physical and managerial improvements on selected private
gector rice irrigation schemes farmed by smallholders,.

AID should continue to support requests for local currency
funds for improvements on selected small rice irrigetion
3schemes but only those in which the land is owned and
cultivated by smallholders. In additionm, AID should consider
reguests for local currency assistance related to the
establishment of water user committees. For example, the
process of establishment of such committees may require more
training of regional supervisors and assistance in monitoring
the committees to provide feedback on further reguired




assistance. Also, local currency funds should be available to
support the socioeconomic and techmnical survey of smallscale
private sector rice schemes, under the direction of a World
Bank technical assistant. However, approval of local currency
support should be contingent on a few modifications of the
guestionnaire that will provide better information on social
variables including gender issues,

5. Increased sustainability of agriculiural production through
assistance to selected forestry and natural resource activities.

See the REDSO/ESA CDSS update on energy and natural
resources for suggested activities, strategies and sources of -
funding.

AID should also comsider local currency support for the
collec*ion of indigenous plants when tied to the collection and
analysis of data on adjacent human populatiomns which has a
development focus, This is considered essential because
protection of indigenous plant species will only be secured
when the socioeconomic causes for destruction of indigenous
plant materials are adequately understood and addressed,

6. Improved accessibility in the rural areas to
energy-efficient agro-processing facilities, agricultural
inputs, basic medicines, and agricultural markets., Increase
off-farm employment opportunities provided at adequate wage
rates through labor intensive productive enterprises.

This specific objective should be achieved through support
to private sector enterprises im rural areas. It might take the
form of (a) loan funds available through local banks, (b)
commodity imports for lccal purchase, or (c) short-term
technical assistance. In particular, the work launched in
Madagascar under the Energy Initiatives for Africa sub-project
on mini-hydropower for agroprocessing should be continued as
indirect agsistance to rural women.

T. Increased avaiiability of child health care services
through greater EPI coverage and through maternal and child
health care services which include family plaaning services.

Local currency funds should be available for viabdle
proposals that expand and improve the EPI coverage, in
collaboration with UNICEF assisted activities. In addition,
*0¢al currency funds might be made available to support
sctivities under the proposed GDRM/UNFPA meternal and child
nealth care project which includes provision of family planning
services., AID should only approve reguests for fimancial
isgsistance when directly related to health centers which
provide family plananing services. The activities under this
objective should be chosen omn their soundness and the
feasivility of managerial support through the on-going progranms
of other donors.
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€. Increased accevsance c¢f family planning by the GDRM and
greater coverage of familr p.anning services.

The population strategy should aim at encouraging 'a
favorable GDRM policy towards family planning together with
stimulating a greater demand for assistance in the area of
family planning. These two objectives are considered as
mutually reinforcing. It is considered prudent for AID to
proceed with gensitivity to the political and social context so
as to develop & sound climate for family planning services in
Madagascar. The sirategy ouglit to comsist of (a) increasing
the awareness of policy makers to the implications of rapid
population growth to attainment of Madagascars stated
development goals, (b) improving the availability of
demographic data to support (a), and (c) strengthening the
family healtkh services delivery izn public and private sectors
through training and provision of needed medical supplies and
equipment for femily planning services. The family planning
objective should be addressed through centrally-funded
projects.,

0f immediate importance is assistance to the State Data
Bank for planning the forthcoming population census.
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ENERGY/NATURAL RS UPDATE

1.0 BACKGROUND: ENERGY/NATURAL RESOURCES IN THE AGRICULTURAL
CONTEXT

1.1 Agriculture's Role in-Madagascar's Economy

Agriculture is the dominant sector of the Malagasy econoay:
it employs 85% of the population, accounts for 80% of export
earniags, and coantributes atout 49% of gross domestic product.
OQver the last five to six years, agricultural productionr has
fluctuated widely but the coverall trend has been static, in
contrast t¢ the strong upward growth tread of the 1960s and
early 197Cs.

As a reault, production has izncreased more aloewly than the
rate of population growth. The impact on ¥adagascar's balance
of payments has been particularly serious; food imports have
bYecome a nteavy and increasing burden on foreign exchange
reserves, while export earnings have fluctuated widely. In
short, the agricultural sector is not currently playing the
dynamic role which it could and should.

1.2 Xey Constraints in the Aigiculture Sector

The World Bank's Agriculture Sector Memorandum of June 30,
1983 summarizes the key economic, institutional and technical
issues facing the development of Madagacar's agriculture
sactor. Briefly, they are:

0 Pricing and marketing policy: Government controls
over prices and marketing of key agricultural
commodities have introduced many distortions azd
coptributad to declining production and supply
provlens;

roduction related services: Xey Tarmer services are
weak and declining ian effecitiveness; these include
veterinary services, irrigation managemens, research,
axtension, credit, input supply, and the forestry
service, Organiza®ion and management of finaancial and
material resources nave been weak. Researcn is
virtually at a staadstill. Iz additioa, the
‘deterioration of producer-related infrastructure
(roads, %he :ransport fleet, agro-processiag
facilities, irrigatioa works) has had serious
repercussions for production;
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desource allocation and management: Public sector
iaveatment in agriculture expanded in the late 197Cs,
yet the productivity of investments is poor, primarily
because public sector rescurce management is weak at
every level including planaing, progranming,
budgeting, accounting, monitoring and evaluation.
Basic aspects of financial management such as cost
recovery have bYeen largely neglectad. Sector managers
were ill-prapared to handle the stringeat cuthacks in
resources allocated to the sector from 1981 on and, as
a result, priority projects and services are '
inadequately financed;

Sector institutions: MYany problems stem from the
weakness of the ianstitutioas involved. Both, in the
Ministries primarily coacerned (the Ministry of
Agriculture-MPARA, and the Ministry of Forestry and
Livestock-MPAEF), and the 90 plus agricultural
parastatals, there are problems of organizatioa and
structure, training, personnel management aad
matsrials whican greatly reduce the gffectiveness of
the institutions concerned.

Environmental degradation: It is estimated that as
much as cne million hectares per year are lost to
productive agriculture in Madagascar through soil
erosion. In the past, GDRM measures to control
erosion and its undarlying causes (overgrazing,
uncontrolled bush fires, clearing for agriculiture and
fuelwood collection) have been ineffective sending to
facus on unenforceable administrative regulations,
publicity and some "curative" measures such as
firefighting squads and communal afforestation
programs. For the most part, measures to address soil
srosion problems were not included iz GDRM's land use
plannizg and agriculture extansion efforts where the
Xa7 to long %erm sustainabl: agricultural o
productivity rests.

1.5 GDRM's Progressg to Date in Agriculftural Reforz

In order to address the above issues, the GDRM has bdeen
acting along new agricultural policy lines giving grounds for
some optimism about the future. The World Bank, in its
Forestry III draft appraisal report, cites the following:

“In 1982, under %the leadership of a new Yinister, the
agriculture aministry "egan to tackle thae most flag-ant prod.zms
it faced. Over the last three ysars, slow but 3olid progress
has veen achieved. On pricing and marketing, rice and beef
have been substantially deregulated; significant increases ina
prices and improvements in prigce seifting mechanisms have Ddeen
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made or cotfton. Major studies on rice and a2xport crops,
designed to provide the basis for further decisions on pricing
and marketing issues, have been receatly completed aand action
plans are being slaborated.

On production services, input supplies have been improved,
vetarinary services have been daecentralized, and a pilot effort
to revitalize axtension services is underway.

On resource allocation and management, departments
regponsible for finance and administration have been
eatablished iz the ministries, and a thorough appraisal of the
investment program has bdeen done, leading to a combing ou® of
norn=-nriority and noz=viable projects.

On sector institutions, the Ministry of Agriculture was
reorganized in 1983 to regroup the disastrous, ill-planned
decentralization of 1979, taus enabling the Ministry to start
on a series of ambitious imstitution bduilding efforts.
Unfortunately, the ministry was divided iz two in 1983, and a
new ministry of livestock and forestry (MPAEF) created. This
bas resulted in some teething probdlems but the new ministries
are now settling dowa and are carrying out sone
salf-appraisal, For example, MPARA's payroll was reduced by
5,000 surplus ministry employees, consultant reviews of
‘ministry structures wsere carried ‘out and are to be

implemented; a preliminary review of %training needs has GLeen
undertaken and the IDA report on parastatal issues has ‘been
discussed and its major recommendations accepted.

Implementation of some managemeat audits and of
rehabilitation and rationalization proposals is underway, and
some management contracts have been signed with private firms;
ISNAR has completed a study on agricultural research which
includes recommendations for improved managemsnt and
organization, aad a good start nas been mnade on implementation.”
2.0 THE ROLE OF THE ZNERGY/NATURAL RESQOURCE SU3-SZCTOR X
AGRICULTURAL PRQDUCTION AND REHASILITATION

From the above, it is obvious that traditional agriculture
production issues in Madagascar are slowly beginniang to sort
themselves out. As a result, many Malagasy planners and
technicians are starting to turn their attantion to
agriculture's companion sectors of forestry, enerzy,
resources and the environment, While rarely cited expli
a3z a priority objective i1 past strategy stateamenis,
energy/natural rescurce coaitributioas 5o iacresasiag
agricultural production while maintainiag 2avironmental
stability and biological diversity, have recently emerged as a
xeen concern to the Malagasy Government.

6Q070B.




2.1 Yatural Ragource Inofluences

The need for increased attention %to 30il conservation is a
prime example. Madagascar has one of the highest erosion rates
in the world, due primarily to uncontrolled cleariag for
agriculture and fuelwood production and/or umncontrolled bush
fires combined with overgrazing. As previocusly stated, it is
thought that over one million hectares of arabls land are lost
anaually through g0il erosion and re7ulting declines ian soil
fertility/cation exchange capacity.i At one research site
(Ambatolampy), Malagasy acientists estimated that 252 toas of
scil are lost sach year due %o erosion.2/ As 80% of
Madagascar's land base is thought to be subjected to one form
of erosion or another, the amount of 30il.lost 9ach year is
staggering. Gully formaticn nas been rampant in %he country's
highly erodable s0ils and has resulted in immediate needs sucia
as renavilitation of areas adjacent to major rocads; an
extremely coatly aad difficult operation to carry out.

In addition %o the loss of valuable land and soil
resources, the impact of this high rate of erosion on
agricultural productivity "dowastream” can be considerabdle.

The Lac Alaotra region, Madagascar's premier rice production
scheme, annually loses up to 3000 hectares of rice paddy due to
siltation and sand deposition resulting from erosion within the
lake's watershed.z/ This is often more than the total of new
paddy brought into production in the scheme in any oane year.
Silt deposition ia the country's canals has lead to decreased
water availability in the irrigated rice schemes, favors
aquatic weed growth and requires large recurreat expenditures
in terms of canal maintenance. Rice is act the only crop
affected. Manioc production has decreased from 10 tons per
hectare to a curreant level of 5-86 tons per h7ctars because of
nutrient loss through erosion and leaching.4

Madagascar's extensive shifting agriculture or "tavy
also beinzg called in%o question 5y many Malagasy aushorid
Shifting agriculture, for upiand rice pdroduction, 2ad
as a result of recent GIRA promotion, accounts or the
200,000 aectares of forest covar each year in some of
country's most important watersheds.2

1/ The World Baak, "Madagascar Agriculture Sector
Yemorandum”, 1383, Washiagton, D.C.
Repoblikxa Demokratikca Malagasy, Commission Nati
Conservation pour le Developpement Dura

- "o

1a Sous Coamissioan I, "Erosion, Conserv

4

et des Sols, Polizigue de l'Arbore”,




While this practice was acceptable when population levels
ware lower and fallow periods longer, increased population
pressure ia certain areas has reduced fallow periods to the
extent that rice yieslds are now less than 300 kg/ha compared
with 800 kg/ha on virgia sites and 3-4 %ons/ha on irrigated
sites.f Moreover, continued farming in these degraded areas
without following prescribed rotations and fallow periods
allowing for anutrient recycling, can eveatually render these
areas complately sterile.

Malagasy officials are therefore beginning to question the
acceptability of these yields/practices given the large
increases in socio-economic and financial costs resultiag from
environmeatal instadility.

2.1.1 Influences on Biological Diversity

While the decline in agricultural productivity resultiag
from natural resource deterioration is problem enough,
Madagascar's situation is even mors bleak when it is combined
with a concurrent loss in biological diversity as the country
is now experisncizng. The World Wildlife Pund, in their
Madagascar briefing paper, reports the following:

"Madagascar has been separated from the Africaz mainland
for perhaps as long as 180 million years, and has evolved in
isolation for at least 30-40 million years. As a result,
Madagascar's spectacular flora and fauna is a unique
evolutionary experiment, unlike that found anywhere eolse in the
world and possessing what are probably the highest levels of
species endemism of any couniry. As examples, 93% of
Madagascar's 40 lemur species and sub-species, 81% of its
flowering plant species, 95-99% of its reptiles and 148 out 150
of its frogs are endemic, and this endemism exteads to the
generic and even family levels in many cases, Owing to its
unusual climate, ¥Yadagascar alao has a wide variety of
gcosystems, ranging f-om tle spectacular spiny deserss ia iiae
sou%h to dry deciduocus forests ia the west to moist tropical
rain forests on the eastern escarpment, 2ach with its own fauzna
aad flora and each facing a wide variety of fthareats.

More importantly, Because of the grezat variety of apecies
and ecosystems and fthe very limited extent of many forest
formations, the destruction of a few hundred hectares in
Madagascar can have a auch more devastating eff2ct on species
diversity than in most other par-ts of the world., Indeed, one
need only look a%t what has already been lost in dadagascar to
raalize wha*t could wvery well nhappen ia She Zuture.

8/ 1vid.
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People arrived on the island 1,500-2,000 years ago, and
ovar the next taocusaand years succeeded iz wipiag out all of the
@lephant birds, at least two species of giant tortoise, a pygmy
hippo, an aardvark and at least seven genera of lsmurs, all of
them larger than the living lemur 3species and including one
that grew to be as large as a famale gorilla.

The factors that brought about these axtinctions are still
in operation, and could 7ery well result in the loss of one of
the most spectacular natural wonders of our planet befora the
tura of the century.” -

2.2 Energy Influences

2.2.1 The woodfuels c¢riszis

An already seriocus provlem is further compounded by the
fact that Madagascar; like so many other countries, is facinz a
woodfuels crisis. Clearing for agriculture and cutiing down
forast resources to supply fuel needs are depleting forests
faster than they are being replenished. While the woodfuels
problem requires additional analysis, 1%t is thought that
indiscriminate aad uncontrolled cutting of treaes by commercial
operators and farmers and wastage of wood through inefficient
charcoal making are major contributors fo this net loss.
Widespread brush fires set to improve late dry season forage
also impede natural regeneration. Likewise, too little of tae
forest areas cleared for tavy are harvested for woodfuals
before burning.

Madagascar's woodfuels crisis is particularly acute for
larger towns which are supplied primarily with charcoal coming
from distant areas to reach markets, Although the gquantitative
dimensions of the rural fuelwood problem remaiaz %o be defized,
there is ampls evidence that fuelwood collecticn iz a
substantial burden to the peasant housenold, decresasiang <tihe
amoun®t of time availabdvle for more productive activities.

2.2.2 Energy use in Azriculbture

The lack of power to drive agro-processing equipmeat is
currently restricting gbow h in agricultural commodity
conversion and processing. The response by farmers to positive
changes in macro-aconomic policy has been dampenad by thac
detarioration of the #%ransport sector and the problem smaller
dacentralized private aills and oil presses face ia odvtaiaing
fuel aad spare parts.

One dominan®t factor aifecting the revitailization of these
decentralized private ailling operations is the availability of
relatively low cost power sysiems tnat do no%t rely oa imoorted
fuels.
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Rice milling is a prime example. With the exceptica of
imported rice, all rice consumed in M¥adagascar is processed
either by nand or in "large"” and "small" aills. "Large" rice
@ills, with capacities ranging from 8-20,000 aetric toas per
year are found in the major cities of Madagascar and iz the Lac
Alaotra areas, a large surplus rice producing regioa. A
"small"” mill is defined as a rice decorticator with a capacity
of laess that 8 tons of paddy per day, or less that 2,100 tons
gper year (assuming 260 days$ of operatiocn per year).

Mechanical rice milling capacity ia the rural areas of
Antananariveo Province is rapidly expanding. However, growth is
being suppressed by lack of equipmen: (motors, machinery aad
spares), difficulties in obtainiang fuel, and a very tight rural
capital/credit market.

However, therse are 3till several igsues that need to be
resolved, particularly: if cheaper, more easily accessible and
serviceable inputs were available to these rural investors,
would this trend towards rural rice processing accelerate? Aad
to what extant does the unavailability of local processing
facilities pose a constraint on the actual production of rice
and other agricultural products?

2.3 GDRM's Interest in the Ene:gy/Natural Resource Sub-gsector

GDRM's congcern over natural resource daterioration 1as been
most recently expressed iz the form of the “"Intermationzal
Conference on the.Conservation of Natural Resources for
Development in Madagascar”. Held in Antananarivo in November
1985 under the sponsorsiaip of the GDRM (MPARA and MPASF) and
the World Wildlife Fund, the conference brought together
interanational and Malagasy experts to discuss natural resource
issues, including their interactions, and to develop action
plans to address the country's major natural resource related
problems,

The confasrsnce was organized according to feur major
themes: (1) erosion control, so0il and water coaservation and
tree politics; (2) coatinental resources including forests,
pastures and protacted areas/reserves; (3) coastal and inland
water resources; and (4) education, trainiog, exteasion and
information issuas, "

While the formal recommendatioans and action plans resulting
from this conference are not available at the time of writiag
of thais repors, two commoa coacerns esmerged Irom conlerence
discussionrs:

Tne need for more quaantitative
state o Madagascar's natural




their extent, degree of deterioratiocn and
relationships with maintaining or increasing
agricultural productivity information deemed necessary
by all conference participants for purposes of
improved planning aand decision making; anad,

The need for a more integrated, multi-disciplinary and
bottom-up approach in addressing Madagascar's
conflicting land use problaams.

With regard to energy ianputs %o agriculture (both direct
and indirect), the Ministry of Iadustry, Zanergy and Hines
(MIEM) is taking the lead in exploring improved agricultural
processing methods and improved stoves as a means of increasing
agricultural productivity and conserving the natural resource
base,

Agricultural processing, primarily the milling of rica, is
now being accomplished in mazny places by using small mills
powared by diesel generators or motors. Rural inhabitants
realize substantial savings by employing these small
decentralized systems but the foreign exchange costs %o
Madagascar are high and the dependability of the systems is
problematic. Spare parts are often difficult %o obtain due to
distribution problems and lack of foreign exchange. As rice
production is the most important economic activity in
Madagascar, MIEM is exploring the use of hydro-mechanical or
shaft power as a cheap, reliable and locally available means of
driving milling equipment, thereby improving production and
providing the rural Malagasy with more value added for that
production.

Hery Vao, MIEM's renewabls energy resources group, is
currently developing an intensive improved charcoal stoves
strategy. This strategy will fccus initially on a needs
analysis examining the artisanal sector, marketing constraints,
cooking habits and socio=-economic analyses, followed 5y 2
program of desiza, testinzg and dissemination.

3.0 AID/MADAGASCAR'S CURRKENT STRATEGY: AN INTEGRATED A2PROACH
TQ AGRICULTURE DEVELOPMENT

3.1 Rationale

AID/Madagascar's current CD3SS reflects the above GDRY
interests and concerns; we bdelieves that +the interactions
between %tne agricultural sector aad the componeat sectors of
farestry, energy, and natural resources aeed %o 9e addressed if
Madagascar i3 %o achiave sustainable development. 4s
MYadagascar's human aad livestock populations increase,
and 2onflicting demands are being placed on 2 coastans

.
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bage. These pressures thus ingcreasingly dictate that food,
fodder, wood and other goods bve produced from the same land.

In this context, the promotion of agricultural or other
gectoral development against a background of natural resource
degradation appears to us to be ianvitiang failure.

3.2 Relationshipn to current CDSS ‘

The 1986 Country Develcopment Strategy Statement (CDSS),
agreed to by USAID and the Government of Madagascar, emphasizes
agricvlture., The CDSS also stresses the need to continue to
gather data and information ia certain other areas and sectors
that directly affect agricultural productivity. Iz particular,
the CDSS suggestad that a pre-assessment b%e undertaken %o
determine the role of energy, forestry and natural resources ina
sustaining agricultural production, test out a few small
interventions, and identify areas suitable for further activity.

3.3 The Energy/Natural Rescurce (BE/NR) Pre-assessment

To begin the above processa, the Regional Economic
Development Services Office of AID (REDSO/ESA) assembled a
tachnical team %o carry out an initial recoannaissance in
July/August .1984,

The team uandertook the following activities:

o) A general overall assessment of the energy/matursl
resource subv-sector, concentrating on the level of
knowledge and information available in the sub-sector.
A preliminary assessment of institutional data and
training capabilities in the forestry, renewabdle
anergy, and environment sectors, focussing on
ingatitutional azd training coastraints.

Q A review of relevant on-going GDRM projects.

5.4 2/NR Pre-assegsment Summary Findings:

.3.4.1 The Energy, Forestry and Natural Resource Sub-Sector

Despite the shorxt duratioan of the initial visgit, the
team was able to'identify and collect a significant amouns of
informatioan on the forestry, 2nergy and natural resource
seckors ia Madagzascar. Fisld trips were anecessarily liamifed
the platean region around Antananarivo and unfor%tunately,
lit%le first-nand information or data concerning diffsrences
between agro-ecological zones was ootained.
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dowever, a reasonavly good sense of the availadility of
information ia these sectors and across acological zones was
obtained through in-depth discussions w#ith relevant GDRH
ministries, the University and other groups in Antananarivo.

The information gathered does not contradict the assessment
in the World Bank's Agriculture Sector Memorandum (June 30,
1983), which identified the serious detarioration of the
country's natural resource base as being a significant factor
contributing to the decline of Madagascar's agricultural
productivity.

The team coancluded that the interactions between
agriculture, range, forestry, rural energy, environmeat, land
tenure and other socio-economic comsideratioas appear to be far
more complex than our CDSS or the World 3ank's memoraadum would
suggest, Whils strategies for improvement exist, it seenms
inconceivable that agricultural productivity, rural income and
food self-sufficiency can be augmented without addressing the
interactions between potentially coanflicting uses of the
natural resource base. The team also emphasized the need to
begin exploring these action areas anow., Increasing population
pressure over much of the couniry circumvents the more
expensive rehabilitation costs that continued large-scale
enviroamental destructicn holds for future generations.

3.4.2 Z/NR Sub=-sector Institutional. Issues

Unlike many other developing countries, Madagascar does
have a technical base from which to address the energy/natural
regource sector., Furthermore, unlike most other countries,
trained personnel gemerally have noft left for more lucrative
posts averseas. Altaough moest technical pecple prefsr the
private sector as is expectsd, the basic iafrastructure is

3till iatact.

However, severe constrainits im the ability of this
human resource poteatizal to de Iul lized. Some problems
are endemic %to %Sae countzy at lar; lack of maiasenance,

trangport, and ojzeraiting budzets. Also, while tae tecinical
infragtructure is good, it is deteriorating and 2as unc% changed
to keep up with recent advances in tachanical fields.: Da*a
gathering is presently at a minimum and analytical capacity is
severely limited.

The capability %o extend %technoclogies I
ot oaly have the Formal Strainiag and ex¥tensi
over *he lagt d2cade oSut it i3 uaclear whethar
strengineniag alone would be suificient to
increases in agricultural production. Lass co
innovative approaches may now be needed, incliu
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participatory extension or outreach programs (such as used iz
the innocvative Swiss/Malagasy Agroforestry Project now
underway).

The energy/natu*al resource sub=-sector appearé to be more
seriously affected by budget constraints than other sectors;
available extension and research funds are often directed into
research and development of commercial activities., Many of
those interviewed expressed coacerna that the productive hase
#ill not be sustained unless serious attention is paid %to the
@fficient management of energy and zatural resources,

The complete findings of the REDSQ/ESA's Energy/Natural
Resource Pre-assessment are found in Annex I.

3.5 2/NR Accomplishments Under the Current CDSS

The FY 1986 CDSS identified energy and matural rescurces as
one of four priority areas requiring more data and analysis.
In addition, training and %technical assistance was-called for
in the identification and analysis of key problems and policy
alternatives affecting the agricultural sector.

This CDSS also_identified techrnical assistance and training
required to improve GDRM management in the energy/matural
resource sub-sector.

The Annex to the FY 36 CDSS included a chapter on the
energy and natural resource sectors, aand listed a seriaes of
specific recommendations, iacludiag the implementation of pilot
activities through centrally-funded projects such as Energy
Initiatives for Africa.

Degpite the presence of only one USDH Officer at post and
the initial problems inherent in opening a anew AID Office,
AID/Madagascar has made considerable progress ian implemeatinz 3
number of recommendations resulting S-om ke E/VR assessament
and curreas Strategy. More importantly, acitivities uadercakan
nave laid the groundwork for Madagascar, to take a more
integrated approach to agriculture sectior development.

Specific accomplisaments iaclude:

3.5.1 Information

Wit %he assistance of REDSO, ST/FENR'
Progran and USDA's Information Serv1ce, a
rzaws ha"a bedn conducued anad up-to-date

e information nhave been furnished
st; =usions on & wide variaty of subjzcts




agroforestry and genetic improvemen® of amulti-purpose trees to
small scale charcoal bdriquetting technology and modular
agriculture sducation systenms.

5.5.2 Training

AID/M, using PD&S, central and project funds, has sponsored
participants in-a number of short term trainiang courses
directly related to development of an integrated agricultural
strategy. These are:

3.5.2.1 The Intermational Council for Research in
Agroforestry's (ICRAF) Training Course in Agroforestry Research
for Develooment

This course is intended to enhance the professional
capabilitiesa of research scieatists and development planzers
from developing countries for initiating and implementing
agroforeatry research leading to the development of aystems and
technologies that are both suitable to local conditions and
adaptable bty local farmers.

Given Madagascar's increasing population, declining soil
fertility, rampant soil erosion on the hillsides aand rice paddy
siltation, uzncontrolled exploitation of forest resources
coupled with a lack of cash reserves and inadequate
infrastructure among Malagasy farmers, AID/M believes that
agroforestry or farm Fforestry will be one of the keys to
successful agricultural development orn the island. Iz ordar
for Malagasy researchers and planners to be more cogaizant of
land use problems and perhaps shift emphasis from commercially
oriented production research issues, AID/M has sponscred three
participants %o this yearly course to date: one tree btreeder
and one silviculturalist from FOFIFA/Forestry Research and one
agronomiss from FO¥IFA/Agriculture Research.

3.5.2.2 Regional Remote Sensing Facility Training/Nairobdi

Considerabls interest has be=n expressed vy fthe. GDRY in
use of remote sensing techamology for resource assessments,
inventories, etc. PFTM (Insiitute National de Geodesie et
Cartographies) has submitted a propos-:l to the Regional Remote
Senging Facility in Nairobi for a pilot vegetation mapping
study ian the Morondava Region. ) : '

Thigs pilot project was designed by FTU in o
agcertain whether remote seasing imagery could
up~date the 1965 1:500,000 mapping seriess as re
and land use. The [iznal production is iatended
1:5C0,000 map with routine %topographic features
an up-date of the arza ol vegetation types as ca
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aumid tropical foresc; dry &tropical forest; %hor
mangrova forest; 3avannah an savannaih woodlands;
othar agriculture.

While AID/M considered FTM's proposal an impertant
veginning in directioa of arn iaventory of natural resources,
AID/¥ and REDSO/VSA considered it to De basically a mapping
egzarcise, falling short "ia addressing issues 3uch as trend
analysis, forest iaventory tecaniques, land use practices,
etc., Por these reasons, AID/M with assistance from REDSO/ESA
suggested to GDRM that a multidisciplinary, inter-agency teanm
be assembled for training in remot2 sensing technology at tae
Facility in Nairobi. '

GDRM agreed to this approach and a2 five person teanm
representing scientists and technicians from YPARA, FTM, MHPAET
and the University attended a training course in remote sensing
applications in agriculture and natural resource statistics and
inventory techniques, at the Remote Sensing Facility iz Nairobi.

3.5.2,3 S&7/FENR's Forest Administration and Management Course

AID/Y, through the assistance of ST/FENR's Forestry Support
Program, spomnsored the participation of the then acting
director of GDRM's Forest Service (now, an advisor to the
Minister,.MPAEF). The purpose of this course is to provide
-genior level LDC forestry officials with a working knowledge of
new developments in public and private forest administration
and management.

3.5.3 Pilot Activities

3.5.3.1 Hydropower for Azro-processingz ia Madagascar:

AID/M and the GDRM through MIEM are funding a small
hAydropower for agrc-processing project in the village of
in Wes%erz An“ananarivo 2rovinc2, The purpose of the :
%0 put ia place a facilify Zor aecnanically processiag
agricult ural droducts using locally fadbricatad powar
equipment. The objectives of the project are fo:

) Put in place a pilot hydrocpower facility that will
demonsitrata: Madagascar's ability to fadricate
esgential machinery Ior power generation and i*s
ability to haraess local energy resounrcas;

Attempt £ the potential for iacreacing rural
incomes , relesasing pressurss on she conniry's
overburdened tramsport infrasirucsure,




9 Iaprove Malagasy capabilitiemg to identify potential
sites for small-scale hydro-mechanical generation and
to determine the demand and pctential for developing
alternative energy sources, includiazg the eveaftual
exploitation ¢f such sources for agricultural
processing; -

o Establish the industrial and technological base for
fabricating the machinery necessary for harnessiag
hydro power; and

o) Build up the country’'s capabilitias to develop haydro
sites and service and maintain hydropower
installations. ’

3.9.4 Assesaments

In addition to the ZSnergy/Natural Rescurce Assessment, a
nunber of ather assessments were undertaken in order to further
111 information gaps regarding agriculture productivity in the
CDSS. These are:

3.5.4.1 Agro-processing

The Hydropower for Agro~processing Project was based on
assumptions that opportunities for rural investment ia
processing facilities are currently growiag at a rapid pace due
to: (a) GDRM's recent liberalization of agricultural (primarily
rice) pricing policies, (b) the GDRM's near total withdrawal
from collecting and marketing many agricultural prcducts
(primarily rice), and (¢) the severe deterioration of the
nation's trangport infrastruccvure that is retarding the
movemsnt of agricultural goods to central »yrocessing facilities.

However, these assumptions are made on a relatively limited
data base and have not been subdjected to rigorous analysis,
Very little attention 2as been paid to iasues counceraizg what
happens between points of production aad poinfts of consuaption,
and aow these interim steps affect both production and
consumption. I

Therefore, the Hydropower Project was designed to ftest
thera assumptions in the project area by including a seriles of
studies on local dynamics of rural investment, the linkages
bvetween agricultural production and processing, aad the
strucsure of Madagascar's intermediata agriculture sgecktor. Thae
first of these studies enftitled "A Preliainary Profile ¢f Rice
Processing in Hdadagascar” was carriad ous by the Zmergy
Iniciatives for Africa Project ia ordar 50 provide guidance and
a framework for future work oo the subvjecuy. Additional studiszs
are now being completed by Yalagasy Zrom rariocus agencies uader
supervision by AID/H. ‘
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3,9.4.,2 Decentralized Power to Serve Rural Needs:

AID/M, with assistance from ST/EY and the National Rural
Blectric Cooperative Assgociation, (NRECA) is curreatly
undertaking an asgessment of the potential for hydro power
development in Rural Madagascar. The study is intended to
provide GDRM with a clear picture of the investment opportunity
for decentralized hydropower for presentation to international
financial institutions.

When complated, this study will provide general information
on .the powar sector in Madagascar, including tarififs,
institutional settings, and a review of hydropower studies
previously conducted. NRECA's final report will present the
prefeasibility-lavel analysis and w#ill examine fthe aenergy
demand, supply and market opportuanities for decentralized
hydropower with recommendations on whether to proceed with the
feasibility stage. If warranted, feasibility studiss of
representative hydropower sites and possibly complementary
projects will be performed to provide more detailed technical
and ocverall implementation design as a basis for iavestment
decisions by lenders. Subsequent stages ianclude NRECA
assistance to GDRM in securing finaacial commitment from donor
agencies, and monitoring and evaluating projects to feed
lessons on new experieace back into the program assessment and
formulation process. In particular, NRECA is assisting the
World Bank *“o incorporate the recommendation of this study iato
the Bank's Energy I project. '

3.5.4.3 Institutional Capabilities in Statistics

The purpose of this assessment, which was carried out by
the Bureau of Census and the U.S., Department of Agriculture,
was to provide AID/M with a broad understandiang of the
statistical capabilities of wvarious iastitutions ian GDRM
(MPARA, MPASF, FOFIFA, INSRE) ifnmvolved in tae agriculture
sector. AID/¥ velieves that clear knowlsdge of s3uch
statistical capabilities is essential to Mission interest iz
developing a program designed to assist the GDRM ia
strengthening its statistical operatioas. In turn, 3 solid
statistical base i3 requisite to effective development
planning. A special effort was also made %o evaluate poteatial
sites for microcomputer installations as well as specific
axisting applicatioas which could be develnped at these sites.
The report also contained a set of recommendaticas as to how
AID/Y might consider reinforcing curreut resources «ad
statigtical activities of selected GDRY iastitutioas. These
reconmendations have bveen iasirumensal to AID/M and obtaer
donors in developing ssratagy and bilaterzl programs and
projects.,
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4.0 FY '87 STRATSIGY UPDATE: AN INTEGRATSD APPROACH 19
AGAICULTURAL DEVELOPMZNT AND PRIVATIZATION

4.1 Summary

It is increasingly evident to GDRY and AID/X %hat
sustainable agriculture and hence rural development in
Madagascar will depend oz long term enviroamental stability.
Soil and water conservation achievable through forestry and
tree planting as well as careful evaluation of renewable energy
supply and demand options will ultimately be required to halt
the degradation associated with inadequate land. use choices
such as uncoantrolled fuelwood and charconal harvesting and
shifting agriculture. AID/M intends to promote activities and
concepts which demonstrate natural resource's constributions to
maiataining or increasing agricultural productivity and
eavironmental stability waere appropriate.

It is expected that the power component of the
energy/natural resource portfolio will be gradually integrated
into a seriss of activities and policy analyses- related to
agricultural processing. AID/M plans tc continue work on
decentralized power systems for agricultural processing and
proposes %o examine the potential for locally manufactured
agro-processing equipment. REDSO/AID has been erxamining the
potential for promotianag tae revitalization of agricultural
processing in %the country, and has carried out several
asgsessments as well as one pilot activity which tests the .
potential for locally constructed hydropower turbines for use
ia rice milling. A major assessment of agro->rocessing on the
ialand is also proposad.

As the CDSS process begins *to emphasize the saviag of
foreign axchange, the promotion of FX earning activities and an
increased emphasis oa private sector initiatives, previous work
undertaken over the last two and a nalf years by AID/YM in the
2/¥R subv-sector indicates the following opporsunities:

b] Proam. *ion of iadigerous u=sl sources for local
industrias, including the cem2at planits, through tae
carbonization of thinnings from the Fanalamanga Piae
Plantations; ’

Construction of micro-aydro schemes dasigned to
replace specific diesel plants, for use by major
azxport-oriented agriculiural processiag csaters;

'—-‘
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Promotion of grass roots farming systems/agroforestry
concepts which not only protect and conserve the
ratural resource base, dut relieve foreign ezcnange
demands or fertilizer imports and generate oa-farm
income through izcreased agricultural producsivity.

AID/M is aware that staffing and logistical constraintas
#1ill necessarily limit our response to the opportunities
identified above. However, as previously stated, AID/M also
believes that to promote agricultural development in Madagascar
against a background of natural resource degradation, is to
invite failure. Our strategy therefore is to taike an
integrated approaca %to agricultural development through the
promotion of private sector snergy/matural resource initiatives
which have the potential for maintaiaing or increasing
agricultural production and eavironmental 3tability.

AID/M is proposing a judicious mix of activities including
networking/information exchange, workshops, short-term training
and %technical assistance support, assessments and local
currency support to selected projects intended %to maximize our
effect and outputs while minimiziang our iaputs. It ia hoped
thaat these activities will lay the graonundwork for increased
donor involvement in addressing natural resource issues.

To implement this strategy, the key activities described
below will draw upom AID/W and regional funds and techaical
staff, thus requiring minimal field support by AID/M.

4.2 Pronosad activities

4,2.1 Information Bxchange/Networking

AID/M, with REDSO assistance, proposes to coatinue to draw
upon AID/W data bases for up-to~date information on research
and technologiz2s in the energy, forestry, natural resources and
2avironmental sub-sectors, with particular emphasis on
integrated systems such as agroforestry a2ad farming srystems
research and development.

With REDSO asgistance, GDRM will be also unofficially
linked to the S&T funded ICRAF implemented "Agroforestry
Networking ian Africa” Project, Although this project will oaly
initially work in the East African highlands, muc2 of the
species and technology researca to be coanducted will be of
direct benafit to Madagascar. ! that FAO
provide a complefe set of - and
rzlated documeznts to FOFITA .
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In order for GDRY to be able to bring this ianformatica dowz
to the level of program planli ‘ng, policy change azd project
implementation, AID/M is also proposing to finance a study trip
for senior MPARA and MPAEF ofrficials to East and Central Africa
and the Sahel. The purpose of this study trip would va %o aee
project and program successes and failures in the
forestry/natural resource sub-sector in selected countries as
well as the relative success of using PV0s to implement tree
planting/seil counservation projects. The objective of the %4rip
would be to preveant these officials from making the same
program and project mistakes that these countries esxperianced
ten years ago. '

If possible, recommendations from %tae 3UCEN Assessment of )
the analytical capability of institutions in the E/NR sector
will be incorporated to the extent possible in any follow-on
project to MARS I,

4.2.2 Short Term Training

AID/M hopes to continue to take advantage of selected short
term training opportunities, relevant ftc our iantegrated
strategy, offered by AID Central and Reg onal Bureaus as well
a3 by international agriculture research centers, particularly
ICRAF, CIMMYT, IRRI and IITA., Courses of particular relevance
t0o our strategy would be those dealing in farming systenms
ressarch and development, 2agroforestry research aad development
(including multi-purpose species research, alley croppizg,
ste.), private farest administration, ag exteasion, land and
tree tenure, stc.

IITA will be holding an "Alley Cropping” workshop in the
near future and AID/M intends to apomsor two participants.

4.2.3 Short Term Tachnical Assistance/Assessments

AID/¥X nopes %o conotinue the use of short-term coasultancies
in support of otaer donor activifties ia those iastances whara
PV0, World 3ank or GDRM programs are significantly advanced and
mesh with our strategy. Particular attention will %e paid %o \
requests where subdstaatial amounts of counterpart funds are
expected to be allocated.

At the request of the World Bank, AID/¥ proposes %o sxplore
the possibility of channeling AILD/W Technical Assistance
through this office for the design of three Bank fundad ‘
projects in Madagascar; igricultural Iastitutions I[I, Fourestry |
III, and Bnergy L[ Projects., These projects are to a degree
substantively iantarconnacted, 2specially ian the area of
sustainable agriculturs, agroforestry, soil conservation, aad
improvemeat of %the resource base. Such assisfance would enadlz2
AID/M to maintaia a cec%ain lavel of lsadersiaip in the seciors
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resulting from the REDSO exs3cufted Z/NR Pre-assessment waich was
well received oy bota the Bank and GDRM and kxindled this
collaborative activity with %the Bank.

This approach would also represent the least burdensome
option for AID/M's continued involvement in these ssectors vital
to long term development in Madagascar. Given the
inter-related assistaance that may be required, AID/M would
expect possible roles for the Energy Imitiatives for Africa
Project, the Forestry Support Program and various relevant
activities of ST/EY.

Howaver, any such assistance should conform to the following:

Q That it emphasize topics and accivities identifiaed iz
the CDSS, or in the Bnerzy/Natural Resource
Pre-assessment prepared by REDSO; and

That such consultants be an inftegral componeat of
donor/GDRM fteams, which shall be responsible for all
logistical arrangements.

3iven the above uvriteria, those activitias are worthy of
Technical Assistance support include:

4.2.%5.1 Carbonisation of Pine Smailwood Feagibility Study:

GDRM has established and manages Tthrough its parastatal,
fanalamanga, an 380,000 ha pine plantatioa at Haut Mangoro.
Routine thinning on the plantation has been delayed arnd there
are gubstantial areas of the plantation where poor growth nas
resulted in less than commercial timber quality stands. A
program of thinning and clearfelling is now starting which will
result in as much as 700,000 cubic meters per vear of pine
smallwood with no commercial value other than Yor charcoal
productiona. At the same %ftime the demand for firewood and
charcoal ia Antananariveo a1as led to widespread deforestation
and seriovus soil e2rosion, increasging siltation in irrizaition
3ystems and waterways, and reducing soil fertility and carryizng
capacity in key agricultural ecosysctenms.

The 'World Bank, under i%s Znergy L Project, is proposing a
feasibility study in -order to determine/demonstrate the
aconomic viability and practicality of utilizing piaewood
charcoal for household and industrial uses. If feasible,
resul®ing reductiocnm in regional deforestation, and the rel
long %term ecomomic Bemefits 5o agriculfure could bve ver
sonsiderable., The objectives of the study are therefiors zo:
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Design a private sector oriented program and projecs
f. carbonise, transport and markst substantial volumes
of pine smallwood using as a production technology an
appropriate combination of low cost centralized, fixed
and dispersed mobile kilns;

Construct, dedonstrate and compare several optioms for
private sector, small scale, dispersed carvonisation .
technologies which may form a part of a lesast cost
approach to pine smallwocod carbonisation 1in fthe local
context,

AID/M is proposing to use a combination of PD&S, follow~on MARS,
ST/BY and ST/FENR funds to provide the team leader and forest
econemist for this study.

4.2.3.2 Natural Resources Inventory

AID/M plans to consider the financing of a portion of the
local currency costs of the World Bank's proposed Natural
Resources Ianventory (Ag Institutions II). Currently this
inventory takes into account only soils and water points,
using local currency -inputs as leverage, we will ask that
vegetation and erasion poftential be also takam into
consideration in order to better reflect GDRM and AID/X
conceras. )

AID/M proposes to discuss with thke World Bank ways to
revise the present work plan and proposed bdudget, so as to
reduce the role of expatriate consultanta, and to expand the
effort to be undertaken by the Malagasy themselves. :

AID/M also proposes to call upon the services of the
Regional Remote 3ensing Facility in Nairobi to represent our
interests in assisting the 3Bank iz developing the Tzrmsg of
Refarence for the iaventory and in providing guidelines and
support for avantual trainiag of GDRM personnel iavolved ia %she
iaventory eoffort.

4.2.3.3 Agro-processing/Ampery

The Hydropower for Agro-processing Project is premissed on
an analysis of the agricultural system ian the couniry in
g2eneral, and Ampefly in particular. P2Project conceptualization
and design were based on tke assumptions-. that:

0 The change in macro-sconomic policiass havs lad %0 2
demand for deceatralized mills, so %Shat farmec-s can
capture more of fthe value-added, and can lower
traanasyport c9s8ts;
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The existing large mills cannot meet ithe increased
demand, and their transport flaet caanot service tae
farmers needs;

Rice production and marketing in Hadagascar is
regionally and seasonally unequal; the availability
of decentralized mills would promote increased
production in the surplus regions;

Exiséing decentralized mills are often inoperable or
underutilized due to the lack of spare parts, and the
cost ahd availability of diesel fuel or electricity;

The lack of localized processing equipment is also
constraining the production of other commodities, mos%t
rotably oil crops (groundnuts, and soy) tomatoes, and
maize; and

The unavailability of power systems is as significant
a constraint to the expansion of rural mills as the
vnavailability of the milliag equipment itsell.

Ia order %o evaluate and verify these assumptions, AID/M is
proposing that an assessment be undertaken using project
resources and Malagasy agricultural specialists and backstopred
by REDSO. A tentative SQW for this assessment as follows is %o

9 Develop and test a viable survey questionnaire for
wider application;

Gather detailed information oa milling in Ampefy, the
Antananarivo Province, and additional national
information, if possible;

Zmphasize the micro-economics and
calculations o2 the millars as wel individual
farmers ia %the region; aad

Z3tablish vaseline data to be used ia evaluating %ase

success of the Subproject.

4.2.3.4 UVational Assessment of Agro~-processiag and fhe Role of
Parastatals

Iz conjurction with the adove a3sessmeat, AID/Y is
proposiag “hat a oroadec assegsment bve underiaken of
agro-procaessing, markatiag and related {ransport {iroughout fae
country. The assessment will evaluate the evolution of fhese
components during the period of naticnalization, 2avaluate the
impact nationalizasion aad on %he iafrastructure -elafed %o
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@ach component, aad present a portrait of the status of each at
this time. A tentative SOW for this proposed assessment as
follows ig to:

BEvaluate the constraints on increased production
arising from the changing of policies aand the reduced
role of parastatals;

Qutline and evaluate the evolution and preseat status
of all relavant parastatals dealing with priority
crops (rice, maize, groundauts, soybeans, tomatoes,
tobacco); astudy any substitute organizations, groups
or institutions that have attempted bto satisfy naeeds
unmet by existing or previous parastatals; aznd

BEvaluate the potential for improved, locally
manufactured prececaing equipment.

4.2.3.5 Internal Assessments

In order to expand our knowledge base in the agricultural
sector, AID/M proposes to use local currency and local
consultants to explore several issues resulting from the
Natural Resources Conference discussions, such as:

o) The potential use of local currency funds through
Yicro Realisation %o carry out farm
forestry/conservation projects in Madagascar;

An arnalysis of the educational system ia Madagascar,
with attention to the trainiang aad support of
extension and technical starff in the forestry, natural
regource aand agricultnral areas; and

Other agssessment zcitivities which might imeliude
studies on one ar two of the unydro-elzciric sites
identifisd under %the earlier NRECA pref=asivility
assessment, and/or the artisan compoaent of the
proposed multi-donor/MIZM charcoal stove progranm.

4.2.4 Workshops

AID/¥ believes tha% tne workshop format can be a fast,
affactive way of presenting new ideas and concepts %to GDRN
personnel. As such, AID/M, with REDSJ/ESA assistance proposes
to spomnsor the following two strategy~related worksnops.,

$.2.4.1 "Adgroforesiry dwarenegs" Workshop

To be conducsed with ICRATF and REZDSO/ZSA assiszaznce,
objective of the workshop would be to d2monssrate azgroloces
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as a viable land use option in the face of Madagascar's severe
eavironmental degradation and declining agricultural
productivity. The workshop would focus on mid-to-senior level
tecanicians and project managers from MPARA, MPAZF, MRSTD and
FOFIFA and regiomal representatives. The workshop would be
undertaken in three phases, The first phase would comnsist of a
reconnaissance visit by "ICRAF coasultants; the second phase
would be preparatica of workshop training materials by ICRAF
and GDHRM and the third phnase would be actual workshop
implementation. Workshop coordinatior would be undertaxen by
an interministerial committee, General %terms of reference for
the ICRAF consultancy wculd include (im collaboration with tae
Coordinating Committaee):

0 Conducting site visits of all major land use systems
in Madagascar, ideuntifying potentials and problems for
possible agroforestry inputs into those systems and
identify research needs;

Meeting with MPARA, MPAEF, MRSTD, FOFIFA, University
and other GDRM personnel as appropriate to ascertain
and describe the lsesvel of awarepness and interest in
agroforestry as a land use system for Madagascar;

To the extent possible, describing, analyzing and
documenting existing farming systems practices in
Madagascar;

Identifying problems and opportunities for
agroforestry interventions in these farming systems,
including training needs;

Preparing a workshop implemeatation plan including a
list of recommended participants, estimated budget
(loecal currancy costs), schedule of activities,
tizeframe, and trainiang materials requirements and
responsibilifties; aad

Preparing a detailed implementation plan for the
second and final phases.

4.2.4.2 "Strengthening Forestry Research In Madagascar" Workshop

Research has played and coantinues %o play a criftical rols
in the development of emergy aand natural resources in
Madagascar, albeit more in the traditional/commercial secto
than in noa-traditional areas, 3Both the persomnel and
infrastructure are present to coaduct toth basic azd a
research although %tiae fo-mer is somewhat out of date w
latter has cersainly seen vbetter times dut is still
operational. Resaarch problems idenitified duriang thae Z/UR
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pra~assessment are very 3similar to those in other “eveloping
countries, In particular:

Inadequate mechanisas oa the part of GDRM for
formulating natioznal research priorities anmd f
coordinating research and development progranms

er
H

Conflicts between national, donor and user needs;

Lack of proper ‘identification of and contact with user
groups;

Problems created by personal interest aad politically
motivated research priocrities; aad

Lack of iaformation on aand difficulties in accepting
realities in rural areas.

To be conducted with REDSC and ST/FENR Porestry Support

- Program assistance, AILD/M is proposing a workshop which will
address these issues while facilitating GDRY determination of a
prioritized forestry/natural resource research plaa for
presentatioen to donors and for better allocatiocn of .GDRM
resources, -

4.2.9 Use of Local Currency

AID/M is of tae belief that only people can protect the
environment, and generate rural income ia a self~sustainiag
manner, and not goveraments or donors. A& such, AID/M believes
that what i3 ¢learly needed ian Madagascar is support of a
series of pilot imitiatives, especially those which seek to
promote the use of self interest and farmer incentives in the
protaction and management of the resource bvase.

¥hile we are nof proposing any bilateral project activities
af this nature in tae near future, we aevertheless intead %o
uge local currency ian order to support projects that promote
these concepts.

Madagascar is unique to the region in its adility to use
counterpart Junds efficiently and cost-effectively. This is
"due to two factors: aighly qualified staff in segments of tae
GDRM, and %he priva%te sector; experienced NGOs iavolved wit
w#ater 3upply projects; and a lecal village poliftical structure
which can 2arness local labdor.

The poteatial for siganifican® activity by NGOs,
individuals, and communities in support of the eanergy/natural
resource 3atratagy ocutlined in this memorandum is clesarly
proven; what i3 zow nesedad is an approach wnich provides Ior
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the more systematic review and selection of activities for
further support. In particular, it is recommended that a REDSO
raview group be organized to assist the AID respresentative in
a3sessing whether proposed activities support the strategies
outlined in this document.

While we will consider all requests from the GDRM for
counterpart funds in support of World Bank activities in these
sectors, we are concerned about the capabilities of some of the
institutions iavolved in the sectors, and will prefer a
project-specific or activity-specific approach rather than the
provisioa of program funds.

Activities selected for local currency support will be
gelectad according to the above criteria as well as the
following:

Q If possible, the use of local currency should be
handled and monitored by another organization (donor,
NGO, GDBM agency)!. BExcept for technical inputs from
REDSQ ,if desired, the activity should regquire.a
miaimum o0r no management effort on the part of AID/M;

The local currency should complement and zot supplant
other funding sources, in parfticular locally generated
resources;

The activity should promote and lead to a
self-gustaining effort, utilizing the private sector,
and if practicable local communities, as the ultimate
change agent/beneficiary; and

Besides supportiang the energy/matural resource
objectives of AID/M, as outlined in this Appendirx,
activity dhould promote other CDSS objectives, in
particular support and iaprovement iz agricultural
productivity, and the saving or earaing of foreign
2zchange.

Likely activities to ve supported through local currency
subveations would include:

4,2.5.1 Supvort to World Wildlife Fund/USA

AID/M and WWF/USA appear to have tae same degree of
interest in iaproviag *the data and iaformation base conc:
the status and trend of resources ia Madagascar. AID/I
in the process of prepariung a memorandum which ousliaes
for cooperation, iacluding linkages to the RRSF im Jairo

-
2
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The objective of AID/M and WWF collaboration would be to
meld the comnservation odjectives and perspectives of WWF with
the development/farm forestry ianterests of AID/M, while taking
advantage of WW¥'s field presence in terms of implemeantation
and monitoring. At the same time, AID/M would also be making a
small, but important contribution to maintaining Madagascar's
biological diversity. REDSO will be called upoa to develop
SOWs for development personnel to be included ia WWF
assessments,

AID/¥ has also asked WWP to prepare an izformal note
-coacerning an "umbrella"” activity in the area of remote
sensing/resource inventories which could be sudbmitted for
funding by the MRSTD or another Ministry. Saould GDRM's
response be favorable, ws would iantend to support a porticm of
WWF's local currency costs. -

4.2.5.2 Support to GDRM/Swiss Project Centre de Formation
Forestiser Professionel - Morondava and the Swiss Projet
d'Apvui au Reboisement Villageois-Firaisana ‘

The Morondava Project carried out by the MPAEF and Swiss
Development Cooperation FProgram has three objectives focussed
oo natural forest management. They are:

o) Research on natural forest silviculture, management
and exploitation;

Application of lessons learned/known ian a
pilot/demonstration natutral forest management systea
and rational utilization of a timber coacession of
10,000 hectares; and,

Training of national personanel, both goverameat aad
private sector ia natural forest management and
utilization.

The project, manned by five 3wiss cooperants aad a like
number of Malagasy counterparts has veen going rfor more taan
four years. The project was visited by AID vechnical forestry
ataff duriag the November 1985 International Conference on the
Conservation of Natural Resources ia Madagascar,

The project, iz the judgement of AID stafif, is progressinag
very well - as evidenéed by the following points identified
during the field visit:
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A careful, detailed compartmentalized
managemeat/extraction plan and infrastructure has been
put iz place and full-scale logging is underway.

Thesa extraction efforts have heen carried out under
rigorous guidelines with minimum impact on remaining
forest; .
Follow~up regeneration assessments, management studies
and related research as well as regeneration releass
and rsplanting have been foramulated which will assure
the sustained productivity of the forest;

A full scale sawmill nhas been set up in Morondava and
is pressntly supplying local and regionral timber
needs. Improved sawmill conversion aad residue
utilization have been achieved thereby making best use
of extracted wocd; and

A continuing series of training courses and on-the-job
training is underway. The research program has
already produced results especially on planting
practices for the most productive and demanded
specles.

The Morondava Project with continued Swiss assistance will
over the next faw years have developed a viable forest
management model for the dry deciduous forests of the West
Coast of Madagascar.

The Firaisana Prcject, under a similar arrangement with the
Swiss Development Cooperation and MPAEF as for Morondava, has
the objectives of:

Q Bncouraging every family in each fokotanr to plant 15

trees per year for three years for so0il coaservation
purposes;

Makiang the rural population aware of the causes of
deforestation 97y amalyzing watar run-off, biomass
deterioration, aad autrient loss due %o erosion and
analyzing the importance of wood in the local economy;

Training the rural population/participating families
ina au-sery establishment and maintenance, site
prezaration aand planting teciniques, and plaatation
maintenance and {follow-up;

Stizuvlating, movilizing aad eacouragiag i
%0 apply skills acquired through tiae proje
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S8valuating farmer achievements a3 a means of providiag
feedbaci to the extansion approacia and defining future
project activities.

This project is also progressing extremely well and is one
of the few projects in Madagascar which .has a people based,
bottom-up approach to development.

Because of the demonstrated commitment and effectivensess of
the present Swiss/GDRM teams in these two projecss, AID/X
believes that lacal currency support to thess endeavors would
be a wise investment. Morsover, these projects focus on an
important area of concern and local curreacy support waould
constitute a minimal management burden for AID/Madagascar.
AID/M therefore proposes to initiate comnsultations with the
Swiss/GDRM officials with a view to providing local currency
support to the projectas., This support would likely be focussed
on izncreasing project efforts on sensitizing local people on
the potential of the foreats and exdloring agroforessiry
technigques to slow down the pace of shifting cultivation.

4.2.5.3 Support to PVOs

AID/M believes that PVOs are one of the mecst effective

' mechanisms which can be used ia supporting natural resource
activities which promote agriculture rehabilitation and
environmental stability. The only PVOs curreatly operating in
Madagascar are FIKRIFPAMA (a local NGO with Lutheran World
Federation affiliation) and Catholic Relief Services. Both of
these organizations have expressed interest in expaadiag %their
project portfolios intc the natural rescurce/agroforesiry
sub-gector. Should they develop viable proposals in accordance
with AID/M's CDSS, we would be prepared to finance a portion of
local currency costs, sudbject to proposal review by RZDSO and
concurrencs by GDRM

4.2.5.4 Support %o FOFIFA/Toresiry Researcs:

AID/W proposes to support two activities ideatifie
priorisy issues during the Natural Resources Coanference whizca
#ill lay the foundation for future AID aad other ionor activisy
in natural resource support %o agricultural renadilitation.
These are:

d
e

-

e Multi-purpose gpecies trials iz collaboratioa witha tae
Swiss and FOFIFA;

Bstablishment of aulfi-purpose tree sesed producti
and storage facilities in collaboratiocn witia Tae
and MPAEPF.
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4.2.5.5 Hydro-Mechanical Powe: for Agro-processing

REDSO and AID/M earlier requested assistance from the
Eoergy Initiatives for Africa Project, to assess the potential
for local fabrication, installation and community operationm of
a hydropower facility designed to provide shaft power for rics
mills and oil presses.

This pilot activity iacludes the local fadbrication and
installation of two 40 kw turbines at the village of Ampefy, as
“well as a series of assessments coanceraing the country-wide
potential for the technology, aad the relative importaace of
alternative power sources, Coastruction has bYegun on the pilot
site, and the facility should be inaugurated by June, 1986.

If the pilot activity proves to be successful, AID/Y
expects there to be a series of requests from communities and
private companies for similar sites, and assistance in
procuring turbines. The development of a private sector
financing facility would provide an ideal mechanism for
funneling the funds necessary for this activity to the private
sector; funds needed by ccmmunities and NGOs for such
installations could be provided through the existing
Micro-Realization and Micro~-Hydraulique offices within the
0ffice of the President and National Rural Development Bank
(5TM), respectively.

In conjunction with any MARS follow-on activity undertaken
on agro-processing, it may be necessary to provide a nominal
amount of short-term tachnical assistance to support additional
gites.

The Aapefy project is also a significant test of the
leverage available through the use of local curreancy. $150,000
from the ZIA project was supported by the use of the local
currency equivalent of $900,000, These couaterpart fuands werTe
allocated by the GDRY withia four days of the formal request,
and have 30 far been used judiciously and closely f{ollow %the
inplementation plan in the'Project Paper.

The Ampefy project also demonstrates the type of.activity
‘that is possible with little expatriate technical assistance
input. Carefully designed short term assistaace can usefully
support the competent Malagasy stafi ia the respective
ministries, and in the private sector, a situatioa act found in
other countries within the E/3A region.
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4.2.5.8 Qther Local Currency Activities

AID/¥ is also considering local currency support %o a
number of other activities. Depending on further information,
field visits and analyses, AID/MY proposes to support:

9 Use of thinniags from Fanalamanga Scheme by the
private sector for charcoal, for household and/or
industry consumption (under the World Bank Bzergy [
Project); '

Partial financing of local currency component of at
least one of the NRECA-designed micro-hydropower
schemes (also under Euergy I); aand

Partial funding of dissemination/marketing of improved
locally made stoves (based on BIA/XENGO design, aznd
also in cooperation with Energy I1);

Support, through a private sector funding mechanism,
aad through Micro~Realisation and Micro-Hydrauligque,
of replication of hydro-mechanical systems, if
necessary.




